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COMPTROLLER GENERAL OF THE UNITED STATES
WASHINGTON. D.C. 20548

B-133332

The Honorable Robert C. Byrd, Chairman
The Honorable Ted Stevens, Ranking
Minority Member, Subcommittee on
the Department of the Interior and
Related Agencies
Committee on Appropriations
United States Senate

This report covers the results of part of the work
we are performing at the Smithsonian Institution in
response to your joint reguest of June 14, 1976.

9

Our review disclosed three specific problems that
have to be resolved: (1) the Smithsonian's distribution
of Federal funds to private, nonprofit corporations there-
by avoiding fiscal year and civil service restrictions,
(2) the need for congressional approval of reprograming
of funds within the Salaries and Expenses appropriation,
and (3) the need for the Congress to be informed of the
Smithsonian's planned use of private funds.

Smithsonian officials disagree with our position
that they should not use private, nonprofit corporations
to disburse Federal funds, contending that the corpor-
ations enable them to operate programs efficiently and
effectively. We believe the Smithsonian should not
channel appropriated funds through the corporations in
order to use them in a way that it clearly could not if
the funds were spent directly.

We are recommending to the Smithsonian Board of
Regents that the Smithsonian Research Foundation and
Smithsonian Science Information Exchange be dissolved
and that the Smithsonian justify to the Congress the
exemptions from existing laws it believes necessary
to run effectively, and with a minimum of red tape,
programs now funded through these corporations.



B-133332

As you know, section 236 of the Legislative Re-
organization Act of 1970 reguires the head of a Federal
agency to submit a written statement on action taken on
our recommendations to the House Committees on Govern-
ment Operations and the Senate Committee on Government
Affairs not later than 60 days after the date of the
report, and the House and Senate Committees on Appro-
priations with the agency's first reguest for appro-
priations made more than 60 days after the date of
this report. We will be in touch with your office in
the near future to arrange for release of the report
so that the regquirements of section 236 can be set in
motion since we think the Smithsonian as the recipient
of appropriated funds should comply with section 236.

The report contains information on a number of
other topics in which you expressed interest. Work
is continuing on the Smithsonian's cash management
and banking practices and the fiscal policies of the
National Gallery of Art,

Comptroller General
of the United States
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COMPTROLLER GENERAL'S REPORT NEED TO STRENGTHEN FINANCIAL
TO THE SUBCOMMITTEE ON THE ACCOUNTABILITY TO THE CONGRESS
DEPARTMENT OF THE INTERIOR Smithsonian Institution

AND RELATED AGENCIES

COMMITTEE ON APPROPRIATIONS

UNITED STATES SENATE

DIGEST

About 90 percent of the Smithsonian's funds come from the
Government; 80 percent in direct appropriations and

10 percent in grants from Federal agencies.

In reguesting GAO to review the Smithsonian Institution's
fiscal practices and policies, the Chairman and the Ranking
Minority Member of the Appropriations Subcommittee expressed
concern over the management and accountability of Federal
funds. This report covers the results of reviews of selected
Smithsonian activities. Work is continuing on other reviews
requested by the Subcommittee. The results of that work will
be reported on separately. (See app. I and p. 4.)

GAO identified three specific problems that have to be
resolved.

DISTRIBUTION OF FEDERAL FUNDS
TO PRIVATE NCNPROFIT CORPORATIONS
TO AVOID FEDERAL RESTRICTIONS

The Smithsonian established the Smithsonian Research
Foundation--a private nonprofit corporation--to distribute
Federal funds as a means of avoiding restrictions on the
use of appropriated funds. Funds channeled through the
Foundation are treated as private funds in the hands of
recipients, many of whom are Smithsonian employees, to be
spent without regard to restrictions, such as civil
service laws and fiscal year limitations.

Funds appropriated by the Congress for the following
activities are channeled through the Foundation:

—--Research Awards Program.

--Academic and Educational Programs.

GGD-77-43



--Special Foreign Currency Program.
--Woodrow Wilson International Center for Scholars.

About $2.3 million was disbursed by the Foundation during the
15 months ended September 30, 1976. GAO's discussions with
Smithsonian officials show that a common reason given for
disbursing funds through the Foundation is their desire to
avoid the restrictions placed on appropriated funds. 1In

this connection we noted that while both private and Federal
funds are expended by the Smithsonian on some of these pro-
grams, only Federal money is disbursed through the Foundation,
The Foundation--consisting of three employees and fully con-
trolled by the Smithsonian--serves no function of conseguence
other than as a device that attempts to avoid restrictions
relevant to appropriated funds. The Smithsonian should not
use funds channeled through the Foundation in a way that it
clearly could not if it spent the funds directly.

The Smithsonian Science Information Exchange was not specifi-
cally established as an independent corporation solely to
avoid Federal restrictions on the use of appropriated funds.
However, its corporate form accomplishes that purpose. GAO
believes that there is no need for it to be operated inde=-
pendent of the Smithsonian. (See pp. 15 to 18.)

REPROGRAMING OF FUNDS:
A CONTINUING PROBLEM

For years the Smithsonian established a contingency fund
at the beginning of each fiscal year by withholding about
2 percent of the amounts budgeted for certain line items
under the Salaries and Expenses appropriation. The con-
tingency fund amounted to about $1 million in fiscal
years 1974 through 1976. During the course of each year,
the fund was allocated to various programs and projects.
Other reprogramings of the Salaries and Expenses appro-
priation also took place.

The Smithsonian did not inform the Appropriations Com-
mittees of Salaries and Expenses reprograming accomplished
through the contingency fund or otherwise, although the
Committees had expressed their desire to approve repro-
gramings. Smithsonian officials indicated that they were
unsure of what actions regquired congressional approval,

and the matter was never satisfactorily resolved with the
Committees.
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The contingency fund was abolished in fiscal year 1977 in
response to congressional directives. However, the
Smithsonian can still, as a matter of law, reprogram funds
among programs, projects, and line items covered by its
lump sum Salaries and Expenses appropriation. The Appro-
priations Committees and Smithsonian need to reach an
understanding as to which reprogramings recuire Committee
approval. Otherwise the Congress has no assurance that
appropriated funds will be spent as it intended.

In fiscal year 1977 the Smithsonian reguested the Committees'
permission to reprogram a total of $765,000 of its Salaries
and Expenses appropriation. As of February 14, 1977, not

all requests had been approved. The basic guestion of

which reprograming actions regquire approval had not been
resolved, although the Smithsonian and the Committees were
working to develop guidelines governing the types of repro-
gramings recuiring Committee approval.

NEED TO INFORM THE CONGRESS OF
THE PLANNED USE CF PRIVATE FUNDS

Because the Smithsonian receives private as well as Federal
financial support, it has a degree of flexibility not

enjoyed by Federal departments and agencies. The Smithsonian
is able to undertake programs and acguire facilities with
private funds without prior congressional approval, even
though these may eventually impact on the level of Federal
funding reguired to support the Smithsonian.

The Cooper-Hewitt Museum in New York City is an example of

a new undertaking initially planned to be financed solely
with private funds but now requiring continuing Federal
support. (See pp. 33 to 39.) The large stake the Govern-
ment has in the activities of the Smithsonian dictates the
need for the Smithsonian to keep the Congress informed of
major new programs and directions, even when formal congres-
sional approval is not reguired.

Private funds are used for the same or similar purposes as
funds appropriated by the Congress. The Smithsonian does
not provide the Appropriations Committees with information
on the planned uses of its private funds and, as a result,
the Committees cannot fully assess the impact of their
budgetary decisions on Smithsonian programs and activities.
A greater recognition of the Congress' need to know by
Smithsonian officials would go a long way to dispel
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congressional concerns over the lack of accountability, and
do much to preserve the operating flexibility the Smithsonian
desires.

RECOMMENDATIONS

GAO recommends that the Board of Regents, Smithsonian
Institution:

--Dissolve the Smithsonian Research Foundation and
the Smithsonian Science Information Exchange.

~-~Provide the Appropriations Committees with infor-
mation on the planned use of private funds when
appropriation requests are submitted.

~—-Establish, in conjunction with-the appropriate
congressional committees, clear policies govern-
ing the use of Federal and private funds.

GAO also recommends that the Secretary, Smithsonian
Institution:

~-Propose and justify to the Congress the exemptions
from existing legislation that the Smithsonian
believes it needs to run effectively, with a
minimum of red tape, the programs now funded
through the Smithsonian Research Foundation
and the Smithsonian Science Information Exchange.

-—-Continue working with the Appropriations Committees
to reach a common understanding as to the types of
budget reprograming actions the Committees wish to
approve in advance, and, in the interim, continue
seeking Committee approval of all reprograming
actions.

AGENCY ACTIONS AND
UNRESOLVED MATTERS

The Smithsonian does not agree with GAO's position or
recommendations to dissolve the Smithsonian Research
Foundation and Smithsonian Science Information Exchange.
Smithsonian's position is that the Foundation and the
Exchange were both created with the approval of the
Regents, the knowledge of the Congress, and meet the
requirements of law. Smithsonian officials believe

that the programs administered by the Foundation and
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the Exchange are administered more efficiently and effectively
independent of the Smithsonian.

The Smithsonian generally agrees with GAO's conclusions and
recommendations concerning the reprograming of funds within
the Salaries and Expenses appropriation and with the need to
inform the Congress of the planned use of private funds,



CHAPTER 1

e et

INTRODUCTION

The Chairman and the Ranking Minority Member, Senate
Subcommittee on the Department of the Interior and Related
Agencies, Committee on Appropriations, requested that we
review various activities of the Smithsonian Institution,
washington, D.C. (See app. I.)

The Congress created the Smithsonian Institution in 1846
to carry out the terms of the will of James Smithson of England,
who had bequeathed his entire estate to the United States "to
found at Washington, under the name of the Smithsonian Insti-
tution, an establishment for the increase and diffusion of
knowledge among men." -

After accepting the trust property for the United States,
the Congress vested responsibility for administering the trust
in the Smithsonian Board of Regents composed of the Chief
Justice, the Vice President, three Members of the Senate,
three Members of the House of Representatives, and nine
citizen members appointed by joint resolution of the Congress,.
The Board of Regents elects the Secretary of the Smithsonian,
who is the chief executive officer. The Secretary is assisted
by an Executive Committee consisting of the Assistant Secre-
taries for Science, History and Art, Public Service, Museum
Programs, and Administration; the Treasurer; the Director of
Support Activities; the General Counsel; and an Executive
Assistant.

The Smithsonian has become one of the world's leading
research centers and largest museum complexes. The Smith-
sonian engages in a wide variety of activities, such as
conducting basic research, explorations and investigations;
preserving for study and reference, items of scientific,
cultural, and historical interest; maintaining exhibits
representative of the arts, American history, aeronautics,
space exploration, technology, and natural history; and
engaging in programs of education and cooperative edu-
cational research with national and international
organizations.

The Smithsonian receives financial support from both
Federal and private sources. Federal funds are appropriated
annually for expenses of the various Smithsonian museums and
educational and research centers. Excess foreign currencies



are appropriated for a separate program of academic grants
for overseas research projects. Federal funds are also
appropriated for renovation and restoration of buildings
and for construction and improvements. Additional funds
are received from Federal agencies and private institutions
in the form of research grants and contracts. Private funds
are derived from gifts, investment income, the Smithsonian
Associlates Program, museum shops, concession fees, and
other revenue producing activities. The following table
summarizes the Smithsonian's sources of funds for the last
3 fiscal years.



Smithsonian's Sources of Funds
For Fiscal Years 1974 through 1976

Fiscal year 1974 Fiscal year 1975 Fiscal year 1976(note a)

Source of funds Amount Percent - Amount Percent Amount Percent

Federal appropriation $ 86,923,000 83 $ 92,421,000 79 $121,076,000 77

Federal research grants
and contracts(note b) 9,996,000 9 12,292,000 11 15,512,000 11

Total Federal funds $§ 96,919,000 92 $104,713,000 90 $136,588,000 88

Private funds ' 8,954,000 8 11,007,000 10 16,999,000 12

Total Federal and
private funds $105,873,000 100 $115,720,000 100 $153,587,000 100

L

a/Includes new fiscal year transition quarter - July through September 1976.

b/The Smithsonian classifies these funds private funds.



At September 30, 1976, the Smithsonian had a total of
4,625 full-time employees--3,487 on the Federal payroll and
1,138 on the private payroll.

SCOPE OF REVIEW

‘We reviewed selected aspects of the Smithsonian Insti-
tution's fiscal policies and practices, selected activities
of its affiliated nonprofit organizations, and other matters
of interest to the Subcommittee. In addition to reviewing
Smithsonian activities conducted in Washington, D. C., we
visited the following Smithsonian facilities:

--Conservation and Research Center, Front Royal,
Virginia.

~-Cooper-Hewitt Museum, New York; New York.

--The Chesapeake Bay Center for Environmental
Studies near Annapolis, Maryland.

~--The museum support facility, Silver Hill,
Maryland.

--The Smithsonian Tropical Research Institute,
Panama.

In response to reguests from the Subcommittee, audit
work at the Smithsonian is continuing. The principal areas
of review are

~-banking and cash management practices and

~--financial management at the National Gallery
of Art.

The results of this work will be covered in later reports.



CHAPTER 2

AVOIDANCE OF RESTRICTIONS ON

THE USE OF APPROPRIATED FUNDS

The Smithsonian established the Smithsonian Research
Foundation~-a private, nonprofit corporation--to disburse
appropriated funds. Funds channeled through the Foundation
are treated as private funds by the recipients and spent
without regard to restrictions, such as civil service laws
and fiscal year limitetions, governing the use of appro-
priated funds.

The Foundation~-consisting of three employees and fully
controlled by the Smithsonian--serves-no function of conseguence
other than as a device that attempts to convert Federal funds
into private money. The Smithsonian did not adeguately inform
the Congress or obtain its approval to establish the Foundation
and operate independent of civil service laws and fiscal year
limitations. 1In our opinion the Smithsonian should not use
funds channeled through the Foundation in a way that it clearly
could not if it spent the funds directly.

WHY THE SMITHSONIAN RESEARCH
FOUNDATION WAS ESTABLISHED

Before fiscal year 1966, Smithsonian scientists received
research grants from the National Science Foundation. Grant
funds received from Federal agencies are treated as private
funds by the Smithsonian, just as they are when received by
colleges and universities. However, the Independent Appro-
priations Act of 1966 precluded the National Science Foun-
dation from transferring funds to a governmental unit that
receives direct appropriations for research without receiv-
ing, in each individual case, specific permission from the
Bureau of the Budget. Beginning with fiscal year 1966, the
Smithsonian has reguested and received research funds from
the Congress to replace the funds previously received from
the National Science Foundation.

In hearings before the Senate Appropriations Subcommittee
in March of 1965 the Secretary offered the following expla-
nation of how the research funds would be spent.



"We intend to allocate this money in exactly
the same way as when the National Science Foun-
dation gave it to us. We will have to set up
research panels to advise and judge the requests
for grants and the same standards of excellence
we anticipate will prevail as when the National
Science Foundation awarded them to us in the
open market, as it were. Other scientists were
requesting these moneys from all over the country."

In response to a question raised in the hearings on the
1967 budget request the Secretary responded in pertinent part:

"Under a statute, under the Independent
Appropriations Act for 1966, the National
Science Foundation was precluded from trans-
ferring funds to any other agency of the
Government for research and grants without,
in each individual case, specific permission
of the Bureau of the Budget.

"As a result of that, we requested last
year a sum representing the average of the
amount our individual scientists have been
granted by the Foundation, just as they might
have obtained grants at other institutions
anywhere in the country, and this sum repre-
sented $350,000. We feel that these projects
are of such scope and depth as individual
research projects that they are not viewed as
ordinary research undertakings which would be
supported by our conventional funding means.
Prior to 1966, members of our staff were per-
mitted to submit these proposals to the National
Science Foundatioh: under present law they
cannot do so except in special cases. As a
result, our scientists submit these grant pro-
posals to review panels within the Smithsonian.
The grant is for an appropriate period of time.

"The funds are intended to serve a special
purpose for a project rather than for the on-
going institutional normal funding we regquest.
We feel this small amount of research money
would be most advisable.

"* * * These funds together with the base amount
of $350,000 appropriated for 1966 will be admin-
istered on the same basis as were the grants re-
ceived from the National Science Foundation."”



A paper prepared for the Executive Committee of the Board
of Regents in deciding whether the Smithsonian Research Foun-
dation should be established states

"In order to achieve the same degree of flexi-
bility in administering these special funds
independent of fiscal year limitations or civil
service requirements; it is proposed to establish
a research foundation to receive, disburse, and
account for the funds granted to projects which
have been competitively selected for a research
award. The foundation will have a corporate
structure composed entirely of Smithsonian
personnel.”

The paper concluded by stating

"In addition to financing and administering
research projects formerly funded by the NSF,
it is contemplated that the foundation may also
prove useful for other special programs such as
visiting fellowship awards or cooperative pro-
jects in field biology."

The Executive Committee approved the propbsed establishment
of the Foundation which was then presented to the Board of
Regents for approval.

At the Board of Regents meeting a discussion on why the
Foundation was needed took place. A guestion arose as to
whether the Foundation could be established without congres-
sional approval. The Secretary responded that the Foundation
was in effect a special bank account through which funds would
be administered in the same way other grants for research are
administered. These fuhds would be expended and replenished
each fiscal year and this system would simplify administrative
procedures in the financing of scientific projects by Smith-
sonian scientists. The Board of Regents approved the estab-
lishment of the Foundation and in June of 1966 it was
incorporated in the District of Columbia as a private non-
profit corporation.

In hearings held in March 1967--the first hearings held
after the Foundation was created--the Subcommittee Chairman
asked with respect to the research awards program, "Just what
is this program?" 1In the Secretary's response, no mention was
made of the Foundation or the Smithsonian's need and intent to
operate independent of fiscal year or civil service requirements.



The Smithsonian's General Counsel stated that receiving
the research funds through the appropriation process created
the following problems:

-—-Federal employees cannot receive Federal grants,
which in effect made Smithsonian Federal employees
ineligible to participate in the program.

~-Research assistants must be hired from the civil
service rolls which limits Smithsonian scientists'
flexibility in operating their research projects.

~-Appropriated funds must be obligated within 1 year
which allowed the Smithsonian little flexibility in
operating the research awards program.

Funds for other Smithsonian programs have been channeled
through the Foundation. Smithsonian officials contend that
agreements with the Foundation obligated funds and that when
funds are transferred to the Foundation by means of these
agreements the appropriated funds become private funds and
restrictions on the use of the appropriated funds no longer
apply.

WHAT THE FOUNDATION DOES

The Foundation's Board of Directors is composed entirely
of Smithsonian officials appointed by the Secretary of the
the Smithsonian Institution, who is Chairman of the Board
and President of the Foundation. He appoints all other officers
of the Foundation and the Board of Directors.

The stated purpose of the Foundation is to cooperate with
the Smithsonian in encouraging, sponsoring, aiding, or conducting
scientific research; studies in education, the arts, and the
humanities; training persons in any of these areas; and making
gifts, grants, contracts, for any of these purposes. However,
the Foundation has three employees and its actual functions are
set out in annual agreements between the Foundation and various
bureaus of the Smithsonian. The agreements covering the last
3 fiscal years-~1974-76--provide essentially for the Foundation
to do no more than disburse funds and maintain records supporting
the following programs.

1. Grants and fellowships awarded to Smithsonian employees
or other individuals for study and research and charged to Smith-
sonian's Salaries and Expenses appropriation for the Office of
Academic Studies and the Research Awards Program.



2. Grants awarded to Smithsonian employees for research
in foreign countries and charged to United States' excess
foreign currencies appropriated to the Smithsonian for its
Special Foreign Currency Program.

3. Grants, stipends, and fellowships awarded to various
individuals by the Woodrow Wilson International Center for
Scholars.

4. Miscellaneous Smithsonian activities funded from
the Salaries and Expenses appropriation, such as Smithsonian
conferences, lectures, seminars, and educational activities;
internships; and the Foundation's administrative fees,.

The Foundation does not perform scientific research,
does not provide educational services, does not get involved
in decisions on the use and allocatiom of funds, and does not
have responsibility for supervising the programs. 1In short,
the Foundation does not provide any management function, of
conseguence.,

Smithsonian program officials were asked why funds for
their particular program were channeled through the Foundation,

The Office of Academic Studies awards fellowships to
individuals in the academic world to study and conduct research
at the Smithsonian. The program officer stated they use the
Foundation because of the flexibility it provides. It was
explained that the Office of Academic Studies operates its
program on a calendar year rather than fiscal year basis;
consequently, the fiscal year limitation on Federal funds
creates a problem. To resolve this problem, its funds are
transferred in a lump sum to the Foundation by means of an
agreement, usually at the end of each fiscal year. This is
presumed to be a valid obligation of funds, converts the
funds into private money, allows the Office of Academic
Studies to avoid the year-end limitation on the funds, and
permits the Office to award grants after the close of the
fiscal year for which the funds were appropriated.

Besides Federal funds, the Office of Academic Studies
has some private funds it awards to fellows. According to
the program officer, the private funds are not transferred
to the Foundation but are handled by the Office directly.



The Office of International Programs is responsible for
operating the Smithsonian's Special Foreign Currency Program.
The purpose of this program is to award grants for research
in foreign countries where the United States has excess
foreign currency. Only the grants awarded to Smithsonian
employees are administered through the Foundation. The Office
of International Programs directly administers the grants to
other individuals. The Director of the program was asked why
the Foundation administered the awards to Smithsonian employees.
He stated that he understood that Federal grants cannot be
awarded to Federal employees and that by channeling grants to
Smithsonian employees through the Foundation the Federal funds
became private funds and the problem no longer existed. The
excess foreign currency appropriation is available until
expended, and the use of the Foundation offers no benefit in
avoiding fiscal year limitations.

The Woodrow Wilson International Center for Scholars awards
fellowships to individuals to conduct scholarly research in various
disciplines. The Center's Assistant Director for Administration
stated that it uses the Foundation because the Center lacks admin-
istrative capabilities.

The Center's agreement with the Foundation provides a lump
sum to be used to support individual grants designated by the
Center. 1In addition to awarding fellowships with Federal funds,
the Center has private funds that support fellowship awards. The
Foundation administers Federal funds, but the Smithsonian's Grants
and Insurance Administration Division administers private funds.
We asked the Center's Assistant Director for Administration why
the Foundation is used to administer the fellowships supported by
Federal funds and not the private funds. He explained that at
one time the Foundation administered all fellowships but the
Smithsonian informed him that the Smithsonian should administer
the private funds. The Treasurer of the Smithsonian acknowledged
that it was the Smithsonian's intent to have the Foundation only
administer Federal funds. It should be noted that by transferring
the Center's funds to the Foundation, the fiscal year limitation
on their use is eliminated.

The following chart shows the amount of Federal funds that

have been transferred to the Foundation during the last 3 fiscal
years, including the transition quarter.
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Program

Special Foreign Currency(note a)

Research Awards Progrém(note a)

Miscellaneous grants(note b)
Total Awards for Smithsonian
purposes

1

Office of Academic Studies

Woodrow Wilson International
Center for Scholars

Total awards to non-
Smithsonian employees

Total funds transferred to
the Foundation

Fiscal years
1976 and
1974 1975 transition quarter Total
$1,563,729.69 $314,879.00 $192,294.00 $2,070,902.69
429,750.00 450,000.00 535,000.00 1,414,750.00
276,794.00 157,670.38 254,010.00 688,474.38
2,270,273.69 922,549.38 981,304.00 4,174,127.07
495,661.00 582,844.00 750,075.00 1,828,580.00
386,543.29 488,000.00 559,029.,00 1,433,572.29
882,204.29 1,070,844.00 1,309,104.00 3,262,152.29
$3,152,477.98 $1,993,393.38 $ﬁ,290,408.00 $7,436,279.36

a/Awards made to Smithsonian research scientists.

b/Awards made for various activities, including Foundation administrative fees;
Smithsonian conferences, seminars, lectures, and educational activities;
internships; and research consultants.



FINANCIAL OPERATIONS

The primary purpose of the agreements with the Foundation
is to establish a means to keep program funds from lapsing at
the end of the fiscal year, and to overcome civil service law
restrictions applicable to the hiring of research assistants.
The agreements provide for the Foundation to administer funds
to grantees subsequently designated by the Smithsonian. While
the Foundation performs some housekeeping services in admini-
stering the funds, the cost of those services represents a
small portion of the total funds transferred to the Foundation:
in fact, many of the services the Foundation is obliged to
perform under the agreement are actually performed by the
Smithsonian itself under a separate contract with the
Foundation.

The Smithsonian purports to oblidate its appropriations
at the time it signs agreements with the Foundation. Under
the agreements, the Smithsonian conveys through the Foundation,
to those that the Smithsonian designates, funds that otherwise
clearly would become unavailable. The following tabulation
shows the dates selected fiscal year funds were considered
obligated under the agreements, and the period of performance
for the Research Awards Program and various miscellaneous pro-
jects sponsored by the Office of Academic Studies.

Date of Fiscal vear Period of
obligation funds obligated per formance Amount

Research Awards Program:

6/28/74 1974 6/30/74 to 6/30/75 $450,000
6/30/75 © 1975 6/30/75 to 6/30/76 450,000

Office of Academic Studies:

6/30/73 . 1973 fiscal year 1974 185,000
6/28/74 1974 fiscal year 1975 397,000
9/30/76 1976 fiscal year 1977 80,517

In many cases the specific research projects were made to and
accepted by the recipients on various dates after the end of the
fiscal year in which the funds were considered obligated,
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We noted a number of other obligations recorded for mis-
cellaneous contracts awarded to the Foundation. A total of
§57,000 was obligated in fiscal years 1974 through 1976 under
the Urgent Anthropology Program, but as of late February 1977
no research projects had been selected. The obligations had
been recorded in late June of fiscal years 1974, 1975, and
1976, and late September 1976, covering the transition guarter.
Thus, the funds were being accumulated by the Foundation
awaiting a decision by the Smithsonian to undertake the pro-
ject. In another instance the Smithsonian recorded on
June 24, 1974, an obligation of $103,000 of fiscal year 1974
funds covering reimbursement to the Foundation for admini-
stering foreign currency grants in fiscal year 1975. The
above~cited transactions served as a device to hold onto
funds after their availability lapsed.

Hiring of employees outside -
of Clvil Service System

Congress has provided the Smithsonian through the Research
Avards Program, with funds for individual research projects by
Smithsonian scientists. The Research Awards Program is funded
as part of the Smithsonian Salaries and Expenses appropriation,
some of the funds in the Research Awards Program are used to
hire research assistants for Smithsonian scientists, without
regard to the restrictions of the Civil Service System. This
is justified by the Smithsonian because the funds used to pay
the assistants have been channeled through the Foundation.

We question whether Congress would approve of this treatment
of appropriated funds to hire non-civil service employees.

CONCLUSIONS

The Smithsonian Research Foundation was established to
overcome restrictions placed on appropriated funds, and
civil service rules. It is not used to administer the
private funds received by the Foundation--only the appro-
priated funds. Except for its "virtue" of overcoming the
effect of laws that typically attach to appropriated funds,
the Foundation appears to serve no useful function that could
not be performed by the Smithsonian itself.

AGENCY COMMENTS AND OUR EVALUATION

The Smithsonian's comments pertaining to the Foundation
contend that: (1) full notification of the purposes for
establishing the Foundation was provided to the Board of
Regents and the Congress, (2) the Foundation performs
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economically, management functions of conseguence, and,
(3) the agreements between the Smithsonian and the Foundation
meet legal reguirements.

Smithsonian officials believe that our criticism should
be tempered by the fact that six Members of the Congress,
including members of-the Smithsonian's oversight and appro-
priations committees, were serving as Regents when the
Foundation was approved. While this is true, we do not
equate approval by the Board of Regents with approval by
the Congress. Nonetheless, the Smithsonian never adeguately
informed the Congress of the creation of the Foundation or
of its intent to operate independent of fiscal year and
civil service reguirements, although it had the opportunity
to do so during appropriation hearings.

The Smithsonian relies on the same facts to support its
conclusion that there was full disclosure to the Regents and
the Congress as we do in concluding that there was not,

Our criticism is muted by the fact that there is nothing
to suggest that appropriated funds were spent on anything but
the programs authorized. Nonetheless, the Smithsonian should
have presented to the Committees its case for operating out-
side the normal appropriations and civil service law restric-
tions. Assuming the Committees would have been swayed by the
Smithsonian justification, they then would have had the options
of approving the concept of the Foundation, or granting exemp-
tions from civil service laws and providing no year appropriations.
Since the Smithsonian has never obtained congressional approval
for the Foundation, we believe it should not use funds channeled
through the Foundation in a way that it clearly could not if it
spent the funds directly.

The Smithsonian takes exception to the statement that the
Foundation performs no management function of conseguence. The
Smithsonian listed several administrative functions performed
by the Foundation. However, it must be recognized that the
Foundation contracts back with the Smithsonian to provide
many administrative functions because it lacks such capabilities,
Consequently, the Foundation maintains little more than a house-
keeping operation and its primary function is the disbursement
of funds., The fact that private funds expended on the same
programs are administered by the Smithsonian and not by the
Foundation demonstrates that the Foundation exists to avoid
restrictions applicable to appropriated funds.
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Smithsonian officials believe that the Foundation administers
its programs more economically than would otherwise be the case.
We do not believe this issue is particularly relevant to the dis-
cussion and d4id not make a detailed analysis of the costs involved.
However, we do not see how the workload would differ with the
form of the organization.

The Smithsonian states that the Foundation is legally con-
stituted and the agreements between the Smithsonian and the
Foundation are legally binding. We are not guestioning the
legal standing of the agreements or the Foundation. Even
assuming the agreements and the Foundation meet legal reguire-
ments, does not lead one automatically to the conclusion that
it was proper for the Smithsonian to create the Foundation to
operate its programs independent of fiscal year and civil
service requirements without clear approval from the Congress.

SMITHSONIAN SCIENCE INFORMATION EXCHA&GE

The Smithsonian incorporated the Smithsonian Science
Information Exchange in June 1971 as a private, nonprofit
corporation in the District of Columbia. It was organized
to facilitate effective planning, management, and coordi-
nation of scientific research activities sponsored by
governmental and private agencies and individuals; to
provide for exchange of information about basic and
applied research projects and proposals in physical,
medical, biological, social, and engineering sciences;
and to encourage scientific research, train persons
for such activities, and make grants or contracts to
accomplish any of these purposes.

In April 1971 the Smithsonian notified the Appro-
priation Committees that it intended to incorporate the
Exchange and that such action had the approval of the
Office of Management and Budget. The reasons given for
incorporation were to

~--continue Exchange operations without disruption

-—-provide flexibility to the Exchange as it built
revenues from user charges

--eliminate the reguirement to convert the Exchange's
staff to civil service status.
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The Smithsonian pointed out that the Smithsonian staff
would retain full control of the Exchange through majority
membership on the Exchange's Board of Directors, and that
the primary concern of the Board would be with overall
policy and program decisions, public relationships,
resource planning and the management of the Exchange's
fiscal affairs.

The Exchange is managed by a Board of Directors which is
assisted by an Advisory Council. The Assistant Secretary for
Science of the Smithsonian serves as Chairman of the nine-
member Board, and the Secretary and two other employees of
the Smithsonian are also Exchange Directors. The President
of the Exchange is elected by the Board of Directors serves
on the Board and appoints the other officers of the
Exchange subject to the Board's approval. An Advisory
Council of 22 members, nominated by the Chairman of the
Board and appointed by the Secretary of the Smithsonian,
advises the Board of Directors regarding the Exchange's
technical and scientific functions and related policy
matters.

The working relationship between the Smithsonian and
the Exchange has been embodied in a series of substantially
identical annual agreements under which the Exchange,
as contractor, is to maintain the Exchange as the National
repository of ongoing scientific research. Maintenance
functions include negotiating for input, codifying and
indexing incoming projects, storing materials, and improving
data bank processes for handling records. The Smithsonian
transfers funds appropriated by Congress for the Exchange's
necessary expenses as the contract price under these
agreements. Funds for the Exchange were no-year appro-
priationsl/ until fiscal year 1975 when they became available
for obligation on only a l-fiscal-year basis. The Exchange
charges fees to both Federal and non-Federal users of its
services in accordance with directives from the Congress
and the Office of Management and Budget.

The total funds available to the Exchange during each
of the last 3 fiscal years ended September 30, 1976,
were as follows:

1/ No-year appropriations are available until expended
without regard to fiscal year.
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' Fiscal year
1974 1975 1976 (note a)

*~ Appropriations $1,695,000 $1,805,000 52,461,000
User fees - 416,273 - 834,003 1,519,714

- Total funds available $2,111,273 $2,639,003 §3,980,714

— - — - —— - — —— . - — ——— - —

a/ Includes transition guarter,

Although the above tabulation shows that a substantial
amount of the Exchange's financial support comes from
user fees, it should be noted that a large part of such
fees are received from Federal agencies. 1In fiscal
year 1976, for example, about $l1.1 million of the fees
came from Federal agencies. In that year, then, about
90 percent of the Exchange's financial support came from
the Federal Government either in the form of direct appro-
priations or user fees.

Appropriated funds transferred under agreements with
the Smithsonian are private funds in the hands of the
Exchange.

Since the Exchange is a private, nonprofit corporation,
it does not have to comply with Federal statutes such as
fiscal year limitations and civil service and Federal

procurement laws, applicable to the use of appropriated
funds.

Before the incorporation of the Exchange as a private
body in 1971, all or parts of its present functions were
carried out beginning in 1950 by sundry organizational units
indirectly connected with the Smithsonian, the National
Science Foundation, and a number of other Federal agencies.
These earlier organizations obtained their operating funds
through grants and contracts from Federal agencies.

User fees-were instituted in 1969. The same situation
~ prevailed then as it does today--the Federal operating
funds and user fees were considered private funds in the
hands of the predecessor organizations without the
restrictions applicable to Federal funds.
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AGENCY COMMENTS AND OUR EVALUATION

Smithsonian officials believe that any recommendation to
dissolve the Exchange's corporate form, as we propose should
be based on a clear demonstration of the operational benefits
that such a change would bring. They believe that the Ex-
change is well run now and. fully accountable to the Congress.
They expressed concern that there would be severe impacts on
the Exchange's staff and loss of flexibility to the Smithson-
ian to adjust the Exchange's operations, if the staff was
converted to civil service status.

Our remarks about the Exchange's corporate form do not
speak to the efficiency of the organization but to the aques-
tions of accountability and control. From the Smithsonian's
justification for incorporation it is clear that the Exchange
is controlled by the Smithsonian, and .is almost wholly sup-
ported with Federal funds.

While we can agree that the Smithsonian provides the
Congress with much information on the Exchange's activities,
we do not necessarily equate this with effective congressional
control and accountability. The fact that the funds appro-
priated to the Smithsonian were made l-year funds by the
Congress in 1975 but still become no-year funds in the hands
of the Exchange demonstrates the impact the Exchange's
corporate form has on congressional control. In our view
the nature of the services provided by the Exchange and the
fact that it is partly financed by user fees, of and by
themselves, do not justify a corporate form of organization.
In reaching this conclusion we are aware of the Exchange's
history and that its incorporation by the Smithsonian was

made known to the appropriate congressional committees
beforehand.

RECOMMENDATION TO THE BOARD OF REGENTS

We recommend that the Board of Regents dissolve the Smith-
sonian Research Foundation and the Smithsonian Science Infor-
mation Exchange. Further we recommend that their operations

be carried out as part of the Smithsonian's regulsar organi-
zational structure.
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RECOMMENDATION TO THE SECRETARY,
SMITHSONIAN INSTITUTION

We recommend that the Secretary:

~--propose and justify to the Congress the exemptions
from existing legislation the Smithsonian believes
it needs to run effectively, and with a minimum
of red tape, the programs now funded through the
Smithsonian Research Foundation and the Smithson-
ian Science Information Exchange.
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CHAPTER 3

THE CONGRESS NEEDS MORE

INFORMATION ON SMITHSONIAN FINANCES

The Congress needs to receive better information on

~-the reprograming of funds appropriated for salaries
and expenses and

~~the use of private funds to finance Smithsonian
activities.

Without full and complete information the Congress cannot
assess the impact its budgetary decisions will have on the Smith-

sonian nor does it have assurance that the funds are spent as
intended.

REPROGRAMING OF OPERATING FUNDS:
THE CONGRESS NEEDS TO BE INFORMED

For years the Smithsonian set up a contingency fund from
its appropriation for salaries and expenses to meet extra-
ordinary expenses that might occur during the year. The con-
tingency fund was established by withholding about 2 percent
from some line items in the Smithsonian's final salaries and
expenses budget. In each of the last 3 fiscal years, 1974-76,
the contingency fund amounted to about $1 million.

Using the contingency fund and other budget reallocations
resulted in some of the major budget categories and subcategories
within the Salaries and Expenses appropriation receiving more and
some less than the amounts the Smithsonian had allocated following
congressional budget approval. The reallocated funds were
all used for purposes authorized by the Salaries and Expenses
appropriation. However, the approval of the Appropriations Com-
mittees was not obtained because Smithsonian officials were unsure
of which budget reprograming actions, if any, the Committees
wanted to approve in advance.

The contingency fund was abolished in fiscal year 1977. Re-
programings continue, but requests for approval have been sent to
the Appropriations Committees. Still, the Smithsonian and the Com-
mittees need to reach an understanding of the type of actions
" that require advance Committee approval.
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Reprograming of funds not
approved by Committees

In recent years the Congress has favored lump sum appro-
priations for Federal agencies stated in terms of broad object

categories, such as the Salaries and Expenses appropriation of
the Smithsonian.

In justifying requests for appropriations for salaries
and expenses (operating funds) the Smithsonian breaks down
the amounts reguested into six major budget categories:
(1) Science, (2) History and Art, (3) Public Service,
(4) Museum Programs, (5) Special Programs, and (6) Admini-
strative and Support Activities. Under each of these major
categories, there are generally 5 to 13 subcategories totaling
about 50 budget line items. The Smithsonian remains free,
as a matter of law, to depart from its budget justifications
and congressional expressions concerning them, so long as
its use of funds is within the broad scope of the Salaries
and Expenses appropriation and does not violate any limiting
provision of the appropriation act. The Appropriations Commit-
tees have consistently expressed the desire to approve in
advance budget reprograming actions by agencies, including
the Smithsonian, covered by the Department of the Interior
and Related Agencies Appropriations bill.

The Smithsonian obtained advance approval on a number of
occasions for reprograming its Construction and Improvements
and Repairs and Renovations appropriations. Also, the staff
of the House and Senate Appropriations Committees were advised
by the Smithsonian in 1971 of its practice of establishing
a contingency fund to meet pressing emergency needs or oppor-
tunities. Smithsonian officials stated that because the
Committee staffs did not respond they assumed the use of the
contingency funds was approved. They told us that they were
unsure of which Salaries and Expenses reprogramings, if any,
the committees wanted to approve. As a result, they had not
obtained approval for reprogramings within the Salaries and
Expenses appropriation. Smithsonian's reallocations have
been within the broad purposes of the Salaries and Expenses
appropriation.

While it would appear to be simple enough to clarify the
situation through a dialogue with the Committees, the Smith-
sonian officials indicated that discussions were held but they
never obtained a clear understanding of what was reguired of them.
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Commonly, during the congressional review and approval
process the Smithsonian budget reguest was reduced in total
without identifying what major category or subcategory should
be adjusted. Consequently, the Congress did not generally
provide the Smithsonian with an approved final allocation

to budget categories of the amounts appropriated for salaries
and expenses.

A limited exception to this general rule occurred in
fiscal year 1975. The conference report directed the Smithsonian
to provide the House and Senate Committees on Appropriations
a report showing the Smithsonian's final allocation by program
area of the amount the Congress authorized for salaries and
expenses.
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SALARIES AND EXPENSES APPROPRIATION
FISCAL YEAR 1975

144

- Allocation Obligations in Difference as
Major budget of excess of or less (-) percent of
category appropriation Obligations than allocations allocation

Science $26,520,000 $26,790,716 $ 270,716 1.0
History and art 11,468,000 11,183,502 -284,498 2.5
Public service 2,084,000 2,210,445 126,445 6.1
Museum programs 5,329,000 5,078,014 -250,986 4.7
Special programs 5,186,000 4,785,052 -400,948 7.7
Administrative and

support services 20,119,000 20,618,016 499,016 2.5

Total $70,706,000 $70,665,745 $ -40,255
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No approval of these budget reprogramings was obtained,
although the Senate report on the appropriations bill stated:

"No funds shall be reprogramed from approved projects

and programs within activities without a written request
from the agency involved requestlng specific approval.’
(Underscoring added.)

Current status of
reprograming authority

In response to congressional directives, the Smithsonian
did not establish a contingency fund from its fiscal year 1977
appropriation. Instead, reprograming within the Salaries
and Expenses appropriation has been requested from the Appro-
priation Committees.

In this connection, the Smithsonian reguested the Appro-
priation Committees' approval to reprogram a total of $765,000
of its 1977 appropriation and has proposed guidelines to the
Committees as to what items should be subject to advance Committee
approval. This is a major improvement over the situation that
existed in prior years where the Congress received no information,
Until the proposed guidelines are approved by the Committees or
some other direction given, the Smithsonian should continue to
obtain approval of all salaries and expenses reprograming actions,

We believe also that it is only realistic for the Committees
to give the Smithsonian some flexibility in reallocating funds
among budget categories and that formal Committee approval
should be limited to reprograming actions above a specified
amount and thereby likely to impact on the accomplishment
of program goals.

THE CONGRESS NEEDS TO KNOW HOW
SMITHSONIAN PRIVATE FUNDS ARE TO BE USED

The Smithsonian receives private as well as Federal
financial- support. Because of its dual funding, the
Smithsonian has a degree of flexibility not enjoyed by
Federal departments and agencies. The Smithsonian is
able to undertake programs and acquire facilities with
its private funds without prior congressional approval.
Also private funds can and are used for the same or
similar purposes as appropriated funds.
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The committees of the Congress have never reguested
and are not furnished with information on the planned
uses of Smithsonian private funds when considering appro-
priation requests. However, Congress receives historical
information on the uses of Smithsonian private funds.
Without complete information on the Smithsonian's financial
plans, the Congress does not know in advance the full level
of program funding and cannot fully assess the impact of
its budgetary decisions on the activities of the Smithsonian.
Accordingly, we believe the Smithsonian should provide the
committees on Appropriations with its private funds budget
when it submits its appropriation reguests.

Classification of private funds

The Smithsonian classifies its private funds as either
restricted or unrestricted. Restricted private funds have
been designated for specific purposes by the donors.

Unrestricted private funds fall into three categories:
(1) general funds, (2) special purpose funds, and (3) auxiliary
activities fund. The general funds are those private funds
that are not designated for any specific purpose and are expended
by the Smithsonian as it deems necessary. The special purpose
funds consists of funds, including the net income from certain
revenue producing activities, reserved for use by a particular
bureau of the Smithsonian in accordance with the wishes of the
donor or decisions by Smithsonian management. The auxiliary
activities fund consists of funds from various other Smith-
sonian revenue producing activities and are expended at the
discretion of Smithsonian management.

The following schedule shows the source of restricted and
unrestricted private funds during the 1l5-month period ended
September 30, 19876.
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Unrestricted
Auxiliary Special
Total General activities purpose Restricted
(000 omitted)

Investment income $ 3,511 $1,370 $ 4 $ 2,137
Gifts 5,918 82 . 5,498
Net income from revenue

producing activities 4,537 a/$4,537 338
Concessions and miscellaneous 3,032 1,241 - b/1,078 713
Federal research grants ‘ -

and contracts 15,512 c/15,512

Total $32,510 $2,693 $4,537 $1,420 $23,860
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a/Includes net income or loss from revenue producing activities, such
as Smithsonian Associates and magazine program, museum shops, and
product development. ,

b/Includes income from various revenue producing activities designated

~ by management to be retained for use by the bureaus generating the
income, such as restaurant concessions, parking fees, and theater
receipts.

¢/Grants and contracts from Federal agencies are treated as private
funds when received by Smithsonian.



Private funds generated from
revenue produclng activities

The Smithsonian engages in a number of auxiliary revenue
producing activities, including the sale of books, photos, and
other articles; restaurant concessions; parking facilities; and
special events for which fees are charged. These private fund
activities are carried on by the authority of the Smithsonian
Board of Regents in furtherance of its educational mandate,

The following chart summarizes the net income or loss

from these auxiliary revenue producing activities for the last
3 fiscal years. '
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Museum shops

Smithsonian press
Smithsonian associates
Performing arts

Product development (note b)
Other (note c)

Total

Auxiliary Activities
Net Income or Loss

Net income or loss (=)

Fiscal year 1974 Fiscal year 1975

Fiscal year 1976 (note a)

{000 omitted)

$ 226 $ 417
-89 -96

' 1,590 1,968
104 =79

37 218

-98 =120
$1,770 $2,308

a/Includes transition quarter.

$ 216
-192
4,267
-119
580
=215
$4,537

b/Royalties from the sale by manufacturers of licensed products
developed in concert with Smithsonian staff and related to the

national collections.

c/Includes Traveling Exhibitions, Belmont Conference Center, Photo
Sales, “"Commons" Restaurant, Center for Short Lived Phenomena, Special
Publications and Television Programs.



Receipts from auxiliary activities are placed in the
Smithsonian's general unrestricted private funds and expended
at the discretion of Smithsonian management.

Appropriated funds support the Smithsonian's revenue
producing activities by paying for such expenses as
heat, light, maintenance, repairs, janitorial services and
supplies, guard services, and other costs relating to the
operation, maintenance, and administration of the Smithsonian
Institution buildings and grounds. 1In a 1972 opinion,
we agreed that the Smithsonian could retain the gross receipts
as private funds but believed that the books should be main-
tained in such detail as to show clearly the gross amount
of such receipts so that full disclosure could be made to
the Congress of the amounts received from these operations.

The Smithsonian provides the Congress with general
financial information on auxiliary fund activities in the
Secretary's annual report. Little information is provided
the Congress by Smithsonian management on activities whose
revenues are retained by the bureaus generating the revenues
and included in the special purpose private fund. The Treasurer
informed us that until recently these revenues were insignificant.
Revenues from some of these activities are now substantial,
however, and these revenues are used to support activities
for which the Congress appropriates funds. For example, in
fiscal 1976 and transition guarter receipts from the theater
and parking fees at the popular new Air and Space Museunm
were $273,000 and $356,000, respectively. Ninety percent
of the parking fees go to the Smithsonian's General
Unrestricted Funds and 10 percent to the Museum as compen-
sation for its efforts related to the garage operations.

Policies governing
financing decisions

The Smithsonian has no formal policy for determining the
purposes for which or circumstances in which Federal or pri-
vate funds will be used. However, as a general practice appro-
priated funds are used for constructing, operating, maintaining,
restoring, and renovating Smithsonian's buildings; and main-
taining the National Collections. Direct expenses of auxiliary
activities such as the Associates program and museum shops,
are funded from private funds.

In this connection when determining whether an employee will
be Federal or private, the decision is generally based on the source
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of funding of the bureau where the individual is employed.
For example, the Museum of Natural History is predominantly
federally funded, and the majority of the employees are on
the Federal payroll. In contrast, the Freer Gallery of Art

is predominantly supported by private funds and its employees
are for the most part, on the private payroll. A mixture of
Federal and private employees work in the administrative area
and engage in activities relating to both Federal and private
funds. Administrative employees often have the option of
either being a Federal or private employee.

Even with these general financing policies private funds
and appropriated funds are used for the same or similar purposes,
Appendix II shows the uses made of both Federal and private
funds in fiscal year 1976 and the transition quarter,.

The Appropriations Committees receive this type of his-
torical cost information regularly as part of the appropriation
process. However, this information is of limited usefulness
in making funding decisions for the future. We believe the
Committees should receive information on the planned use of
private funds for the upcoming year. Without this information
the total level of funding by program and activity is not
disclosed to the Committees and it cannot accurately
assess the impact of its budgetary decisions on the
Smithsonian's activities.

CONCLUSIONS

The large stake the Government has in the Smithsonian
dictates the need for the Smithsonian to keep the Congress
informed on

--reprograming actions so that the Congress has assurance
that funds are spent in accord with its budgetary
decisions and

~-planned private fund use so that the Congress can
accurately assess the full impact its actions have on
Smithsonian programs.

The Smithsonian has a long tradition of private financing
and independence. The Congress has not reviewed the private
funds budget in the past. 1In our view, the mixture of Federal
and private funding in so many Smithsonian activities makes a
review of the Smithsonian's Federal budget of and by itself
inadequate. Simply stated, there can be no assurance under
the present set up that congressional budget actions will have
the intended effect.
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The long-run answer for the Smithsonian is to establish
clear policies on the appropriate use of Federal and private
funds and provide the Congress with its private funds fore-
cast when reqguesting Federal funds. Smithsonian officials
expressed a willingness to do this but indicated that the
decision would have to come from the Board of Regents.

RECOMMENDATIONS

We recommend that the Secretary:

~--Continue to work with the Appropriations Committees to
reach a common understanding as to the types of budget

reprograming actions the Committees wish to approve in
advance.

We recommend that the Board of Regents:

--Establish, in conjunction with the appropriate con-
gressional committees, clear policies governing the
use of Federal and private funds.

--Provide the Appropriations Committees with infor-
mation on the planned use of private funds at the
time appropriation requests are submitted.

AGENCY COMMENTS

The Secretary stated that the Smithsonian fully concurs
in the conclusion that the Smithsonian requires some admini-
strative flexibility in reallocating funds among budget
categories and with the recommendation that the Smithsonian
work with the appropriation subcommittees to arrive at a
mutually agreeable understanding as to the reprograming
actions above some amount that the committees would want to
approve in advance.

He said the Smithsonian is anxious to continue discus-
sions with the subcommittees to develop guidelines which will
provide Congress with the necessary level of control yet offer
the Smithsonian some administrative flexibility given the
number of line items in the Smithsonian's budget, the more
than 2-year period over which any fiscal year's budget is
developed and carried out, and the number and variety of
needs that arise over this period as the Institution attempts
to meet its responsibilities,.
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Concerning Smithsonian private funds, the Secretary stated
that the management of the Smithsonian has been and is willing
at all times to furnish fully to the Congress any and all facts,
financial or otherwise, about its operations. He recoanized
that in some areas, notably nonfederal funds expended under
the immediate direction of individual bureaus, reporting of
additional details may be desirable.

The Secretary also said that providing the Congress
budget projections of the Smithsonian's trust fund, as
recommended by the GAO, can be furnished with the con-
currence of the Smithsonian Board of Regents which .approves
all such budgets. Such projections, however, should be re-
ceived by the Congress with the understanding that they do
not have the same degree of reliability as, for example,
estimates for Federal appropriations, since the projections
of trust fund income and expenditures-depend in part upon
future economic conditions, numerous management decisions,
the personal circumstances and decisions of important donors,
and a host of other variables which are not predictable with
certainty so far in advance.

The Secretary said that the Smithsonian will
endeavor to set forth more clearly the policies by which
decisions are made on the use of federally appropriated
funds and the limited trust funds available to the Board
of Regents.
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CHAPTER 4

ESTABLISHMENT OF FACILITIES AND THEIR IMPACT

ON FEDERAL FUNDING REQUIREMENTS

This chapter provides an overview of four facilities, the
Federal and private funds used to support each, and the reasons
why the Smithsonian became involved in each facility,

Increased Federal support is the freguent byproduct of new
Smithsonian undertakings, whether or not initially launched with
private money. The Congress needs to be fully informed of new
programs and directions in a timely manner.

COOPER-HEWITT MUSEUM OF
DECORATIVE ARTS AND DESIGN

The Cooper-Hewitt Museum of Decorative Arts and Design in
New York City is devoted to the study of historical and contem-
porary design. Its collections currently span 3,000 years and
include over 100,000 objects, including textiles, drawings,
wallpaper, furniture, jewelry, glass, ceramics, and silver. The
Museum has materials devoted to architecture, urban planning, and
industrial design.

The collections are supported by a decorative arts and
design library encompassing a reference library, a rare book
library of about 25,000 volumes, picture archives of over one
and one-half million items, and archives on color and light,
patterns, materials, symbols, sensory and technological
data, interiors, advertising, and typography.

Cooper-Hewitt opened its doors to the public as a
Smithsonian museum on October 7, 1976.

33



From its inception in 1897 as the Cooper Union Museum for
the Arts of Decoration, until 1963 the Museum was funded and
operated by the Cooper Union for the Advancement of Science
and Art, a philanthropic organization. However, in June 1563
the trustees of Cooper Union announced that space and funds
needs of their Schools of Art, Architecture, and Engineering
had forced them to consider discontinuing the Museum, with the
possibility that the collections and reference materials would
be dispersed and the Museum as an entity would cease to exist.
In July 1963 the trustees closed the Museum to the public.

Soon after the closing, a group of individuals- formed
the Committee to Save the Cooper Union Museum. The Committee,
inguiring why the Museum was being discontinued, was given
three reasons by the trustees: (1) there had been a decline
in the use of the collections in relation to the school's
own educational program, (2) the Museum's location at Cooper
Square provided insufficient space and was somewhat remote
from New York's museum and gallery center, and (3) the pro-
posed discontinuance would free needed funds that could be
used to enhance the other educational programs of the Cooper
Union.

In November 1963 the Cooper Union trustees accepted an
offer from the American Association of Museums to form an inde-
pendent committee to seek a solution which would preserve the
Museum intact in New York, with space and funds sufficient
to permit its revitalization.

The Smithsonian was generally aware of these develop-
ments but it was September 1964 before the preservation
committees made an inquiry as to whether the Smithsonian
might be able to aid the Museum. The Smithsonian informally
responded that although the decorative arts were a major
concern of the Smithsonian's National Collection of Fine
Arts, and the preservation of the Cooper Union Museum might
therefore require some affirmative action by the Smith-
sonian, such action would be discussed only if there were
no organization in New York City able and willing to help
the Museum continue as an entity.
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In January 1965 the Committee to Save the Cooper Union
Museum wrote to the Smithsonian Board of Regents explaining
that in the 18 months of the Committee's existence it had
been.unable to find any New York institution, suited and
equipped for the responsibility, interested in preserving
the Museum as an entity.

Efforts by the American Association of Museum's
Committee to find help for the Museum were similarly
unsuccessful and it also turned to the Smithsonian as a
last possible source of help.

The Smithsonian Regents decided that the preservation
of the Cooper Union Musuem was a proper Smithsonian concern
and in January 1965 authorized negotiations for the transfer
of the Museum to the Smithsonian. Acquisition of the Museum
was to be conditioned on adeguate assurance of sufficient
funds from private sources to provide for the continuing
operation of the Museum in New York without burden to the
public and private resources of the Smithsonian.

Negotiations between the Smithsonian and the Cooper
Union lasted until October 1967. An agreement was signed
and later validated by the New York State Supreme Court in
May 1968. The Smithsonian took control of the Museum on
July 1, 1968.

The Cooper Union transferred to the Smithsonian the
Museum's collections, library, and endowment funds (estimated
at that time to be $300,000). In addition, Cooper Union
agreed to provide the Smithsonian $100,000 a year for
3 years. The agreement required the Smithsonian to main-
tain the Museum in New York City, unless it became financ-
ially or otherwise impossSible. The agreement further
provided for a lease arrangement between the Smithsonian
and the Cooper Union, whereby the Museum could remain in
the original Cooper Union building rent free for 3 years.
In addition, the Smithsonian received a pledge of $200,000
annually for 4 years from the Committee to Save the Cooper
Union Museum.

35



At the time the agreement was signed the Smithsonian's
stated policy was that the Museum would be supported by the
community of interests which it served in New York and
elsewhere. The direct and indirect costs to the Smithsonian
would be kept to the minimum necessary to maintain admini-
strative control and policy direction of the Museum's future
course.

From July 1968 until its official opening to the general
public in October 1976, the Cooper-Hewitt Museum allowed
visits by scholars, educational groups, and other organi-
zations on request. The Museum held several in-house
exhibitions as well as staging some off-premises events.
In addition, it loaned many art objects to other museums,
moved the Museum from Cooper Union to the Carnegie Museum,
studied and cared for the collections, and developed
future programs. The total cost of these activities was
$4.2 million--$2.9 million in Smithsonian private funds
and $1.3 million from Smithsonian-appropriated funds.

The following chart shows the source of funds for Cooper-
Hewitt through September 30, 1976. The figures for
private funds include gifts, income from endowment funds,
and private unrestricted Smithsonian funds.
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Operating Funds

Special Projects

Bldg. Renovation

Appropr 1ated Appropr 1ated Appropr 1ated
Fiscal Year (note a) Private (note a) Private (note a) Private
(thousands)

1969-73 $ 303.0 $1,332.9 - $254.4 $ 63.0 $ 179.4

1974 169.0 190.3 - 71.6 20.0 164.4

1975 253.0 227.8 - 122.9 - 1,123.1

1976 546.0 347.8 - 369.3 76.0 995.0
(includes trans-
ition quarter)

Total $1,271.0 $2,098.8 - $818.2 $159.0 $2,461.9

(through
Sept. 30, 1976)

a/Includes obligations of other Smithsonian units made on behalf of Cooper-Hewitt, such

“as libraries and protection services.



Before the Smithsonian Institution signed the agreement
to acguire the Museum in October 1967 it had not notifiegd
the appropriate congressional committees of its intentions to
acquire the Museum. Signing of the agreement was not a sudden
or unplanned action. It was preceded by over 2 years of nego-
tiations. Furthermore, the Smithsonian did not notify the
congress even after the signing until an inquiry was made
by a Member of Congress.

Smithsonian officials, while agreeing that some formal
notice should have been given to the appropriate congressional
committees, nonetheless said that there was no attempt to
keep the negotiations or the signing of the agreement a
secret. They pointed to articles that appeared in the
New York Times, one in 1965 which referred to a proposal
to transfer the Museum to the Smithsonian, and another in
October 1967 which reported the transfer. Before the
negotiations were initiated, approval .to negotiate was
given by the Smithsonian Board of Regents, of which six
members are also Members of Congress.

In January 1972, the Carnegie Corporation of New York
gave the Andrew Carnegie Mansion and the adjoining Miller House
and grounds, comprising the entire block from 90th to 91st

Streets on Fifth Avenue, to the Smithsonian to house the Cooper-
Hewitt Museum.

Under the terms of the gift, the Smithsonian is free to
sell the property if it becomes necessary. In that event,
the Smithsonian would be reimbursed for all expenditures it
had made on the property, and the remaining funds would be
divided equally between the Smithsonian and the Carnegie
Corporation. As of September 30, 1976, the Smithsonian hag
spent approximately $2.5 million in private funds and $159,000
in Federal funds in renovating the Carnegie property. About
$235,000 of the private funds were in the form of grants from
Federal agencies including $195,000 for the installation of
air conditioning and humidity controls in the Museum.

Renovation of the Carnegie Mansion, which houses the
Museum, has been completed. There is no plan to renovate the
Miller House which is used as a classroom and study area and
to store art objects. According to Smithsonian officials, Fed-
eral money will probably be requested for repairs to the
two buildings as they become necessary in future years, but
there are no plans for such a request through fiscal year 1978,

For fiscal years 1969 through 1971, about $147,000 in

appropriated funds were spent for Cooper-Hewitt. The Smithson-
ian first explicitly identified funds for Cooper-Hewitt in its
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budget for fiscal year 1972, and for fiscal years 1972 through
1975 $625,000 from the Salaries and Expenses appropriation line
items for libraries, plant services, registrar, protection
services, and Assistant Secretary for History and Art were
used on Cooper-Hewitt. 1In fiscal year 1976 Cooper-Hewitt

was added as a specific line item in the Smithsonian's
Salaries and Expenses appropriation budget reguest.

When discussing the use of appropriated funds for Cooper-
Hewitt, the Smithsonian stated: "the programs of Cooper-
Hewitt should be operated with nonappropriated funds, andg
appropriated funds should insofar as possible be limited

to the protection and preservation of the collections and
property."

Appropriated funds for Cooper-Hewitt have increased
substantially over the last 3 fiscal years, 1974-76. The need
for protection and maintenance services increased as the Museum
was readied for its public opening.

Cooper~Hewitt requested Federal appropriations totaling
$616,000 for operations in fiscal year 1977, $367,000
directly as a budget line item and $249,000 from other Smith-
sonian departments, such as Libraries and Protection Services,.
The fiscal year 1978 budget justification to the Congress
included $377,000 for Cooper~Hewitt operations. Smithsonian
officials estimate that $248,000 will be spent by other Smith-
sonian units in support of the Museum for a total Federal cost
of §625,000 in 1978.

According to the Assistant Secretary for History and
Art, the 1978 budget request for Cooper-Hewitt should be
representative of requests for the foreseeable future. He
told us there are no plans to increase the number of federally
salaried personnel at Cooper-Hewitt or to expand the list of
operating expenses which require Federal funds. Acquisition
of objects for the collections, exhibitions, and special
projects will continue to be financed by private funds,

Smithsonian officials estimate that in fiscal year 1977
Cooper~-Hewitt will raise $699,000 from all sources other
than Smithsonian, including $150,000 in admission fees,
$115,000 from memberships, $180,000 from benefit receipts,
and $100,000 from classes. These funds will be used to
support all the programmatic activities of the Museum,
which the Smithsonian estimates will cost $823,000 in
fiscal year 1977. The difference will be raised in
special contributions or supplied from Smithsonian
private funds.



CHESAPEAKE BAY CENTER
FOR ENVIRONMENTAL STUDIES

In 1962 the Smithsonian was begqueathed a 368-acre
tract of land just south of Annapolis, Maryland, known
as the Java farm. 1In 1964, the Secretary of the Smith-
sonian proposed use of the tract for biological research
and edycation. The proposal was approved by the Smithsonian's
Board of Regents and the Center was established in 1965,
The Smithsonian purchased adjoining tracts of land with
private funds to have an area large enough to be represen-
tative of the region and to protect the shoreline of the
Rhode River watersheds. As of February 1977 the Center
consisted of about 2,600 acres with 14 miles of shoreline
on the Rhode River, which flows into the Chesapeake Bay.
Of the 2,600 acres, 1,700 are owned by the Smithsonian
and the remainder is covered under covenants of restricted
uses.

Federal funds were first used to support the Center
in fiscal year 1966. The Center first appeared as a separate
item in the Smithsonian budget‘in fiscal year 1974. 1In prior
years the Center had appeared in the line item justification
for the Office of Ecology.

The Smithsonian is a member of the Chesapeake
Research Consortium, formed to define and coordinate
research contributing to the better management of the Bay's
environmental system. Other members of the consortium are
The Johns Hopkins University, the University of Maryland, and
the Virginia Institute of Marine Science.

According to the director of the Center the major
research currently financed with Smithsonian appropriated
funds is a study of how the Rhode River estuary works and
interacts with its watershed. The directer stated that
the continuous monitoring of the flow, content, and pro-
perties of the estuary's water has intrinsic value, because
it provides a framework from which various applied research
projects can evolve.

Appropriated funds are also used to manage the Center
and to support and maintain the facilities. Much of the
research is carried out under grants and contracts from
other Government and private agencies.
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In October 1976 there were 19 research projects
underway, 15 of which were funded by Smithsonian private
funds, Federal agencies, or private organizations. Four
were funded with money appropriated to the Smithsonian.
The research performed at the Center is discussed
further in chapter 5.

The source of funds and costs to operate the Center
are shown on the following page.
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Object class

Salaries and benefits

Travel

Transportation of things

Rent, communications,
utilities

Printing

Other services

Supplies and materials

Eguipment

Construction (Education
Building)

Total

CHESAPEAKE BAY CENTER FOR

ENVIRONMENTAL STUDIES

Fiscal year 1974

Fiscal year 1975 -

Fiscal year 1976

Appro- Federal Appro- Federal
priated research Private priated research
funds grants funds funds grants

Appro-

Feder

al

Private priated research Private

funds

funds

gran

ts

funds

$250,800 $203,700 $26,600 $323,200 $143,800

$40,500 $392,900 $104,800 $34,500

6,600 9,400 4,300 5,500 3,500 300 6,900 2,800 -

- 300 - - - - 500 1,400 -
22,000 600 - 37,200 - - 40,900 1,900 600
800 500 - 900 400 2,100 1,600 800 -
66,700 82,700 22,900 47,200 45,000 12,800 62,900 8,600 10,900
6,700 22,300 700 35,700 15,600 1,500 50,000 40,000 3,200

20,900 52,700 600 28,600 39,000 - 41,000 35,700 -
s ~ 24,400 - - Co- 176,800 - - 1,300

$374,500 $372,200 $79,500 $478,300 $247,300 $234,000 $596,700 $196,000 $50,500




CONSERVATION AND RESEARCH CENTER

The Conservation and Research Center in Front Roval,
virginia, is a rural annex of the Smithsonian's National
zoological Park. The Center is used for breeding endan-
gered wildlife species and for associated conservation and
research efforts. The Center is located on a 3,l150-acre
site.

Before becoming part of the Smithsonian, the Front
Royal site was used by the Department of Agriculture for
beef cattle research. In 1973 the site was declared excess
property by the Department of Agriculture, and in fiscal
year 1974 the National Zoo began using the property under a
temporary use permit granted by the General Services Admini-
stration. The property was officially transferred to the
Smithsonian Institution in July 1975.-

The National Zoo has been searching for a breeding farm
site for about 14 years. Possible site locations in
Maryland and Virginia had been considered, but the Front
Royal site was determined to be superior because of its size,
location, and facilities. The facilities include 19 resi-
dences, a conference center, an administration building,
several animal barns, a commissary, various workshops, and
miscellaneous sheds and storerooms. It should be noted that
the Appropriations Committees were kept informed of the
Smithsonian's intentions to acgquire a breeding farm.

According to the Director of the National Zoo, catching
wild animals to replace animals that either die or are unable
to adapt to zoo conditions is difficult because of declining
wild animal populations, legal restrictions against obtain-
ing some species from the wild, and the prohibitive price
of many species. He stated that the National Zoo did not
have enough space to keep adequate numbers of many species
to build breeding herds, but the Center has the space
required for successful breeding of many wildlife species
that are -difficult to breed under normal zoo conditions.

The Center's breeding herds have been formed through
cooperative arrangements with several zoos which share the
offspring. The Center's animal population has grown from
25 in 1974 to 96 in 1976.



The Center is administered by a curator-in-charge, two
conservation project officers, an administrative assistant,
and a secretary. The Center has 22 full-time employees.
Five temporary employees are hired to harvest grass, hay,
and alfalfa during the spring and summer. The Center's
staff increased from 4 in 1974 to 22 in 1976.

The Center's funding since its inception is shown in
the following table.

Fiscal years
1976 and
1974 1975 transition gquarter
————————— —=--(thousands)——mmmm———=o=

Operating funds:

Federal appropriation $80 . 8276 § 473
Private funds = _20 ___ 68
$80 $296 $ 541

Repairs, renovation and
construction (Federal)

{note a) 125 1,110

$

o 0]

80 5421 $1,651

a/No private funds have been expended for these purposes.

The funds for renovation and construction were used
to install fencing, to renovate several buildings, to con-
vert the granary to a commissary, and to make minor repairs
to barns. 1In fiscal year 1977 it is estimated that Federal

funds of approximately $440,000 will be required to operate
the Center.

Master planning for the Conservation and Research Center
is scheduled to be completed by mid-1977. Preliminary estimates
indicate that renovation and construction at Front Royal will
cost $10 million over the next 10 years. The bulk of the
$10 million will go toward preparing the site for animals.
However, a $2 million visitor and education center is planned.
The public does not now have access to the Center; opening it
to the public would require additional facilities, such as
parking lots, restrooms, and a visitor transportation system.
A visitor center would require additional staffing and operat-
ing funds.
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SMITHSONIAN TROPICAL RESEARCH INSTITUTE

The Smithsonian Tropical Research Institute is a
bureau of the Smithsonian Institution devoted to
promoting research, education, and conservation in the
tropical zones of the world. The Institute is head~-
guartered in the Panama Canal Zone where it maintains
a number of facilities including the biological
reserve and field station on Barro Colorado Island.

In 1923 the Governor of the Panama Canal Zone.
designated Barro Colorado Island as a reserve and
delegated its supervision to the Institute for
Research in Tropical America, an agency of the
National Research Council. Until 1940 the Island
was supported by a number of biologists and their
universities. It became apparent at this time that
the Island was becoming a major center for tropical
research.

To keep the Barro Colorado Island as a center
for tropical research, the Congress passed
legislation placing the Island and its research
activities under the U.S. Government. This act
(20 U.S5.C. 79b) established the Canal Zone
Biological Area as an independent governmental
entity with its own board of trustees. In July
1946 the Island was transferred to the Smithsonian
Institution as one of its bureaus to be the principal
tropical bagic research center in the Western Hemisphere,
The Smithsonian Tropical Research Institute was created
by the Smithsonian in April 1966. The Institute includes
the Barro Colorado Island, and certain marine labora-
tories on both the Atlantic and Pacific coasts.

The funds to operate the Institute come from
appropriated funds, donations from individuals, univer-
sities, and foundations, and fees from visiting
scientists. Financial support is derived also from
research grants and contracts from Federal agencies
and private firms. The following chart shows the

cost of operating the Institute for the last 3 fiscal
years., :
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SMITHSONIAN TROPICAL RESEARCH INSTITUTE

COST SUMMARY
|
Fiscal year 1974 Fiscal year 1975 Fiscal year 1976
Appro~  Federal -Appro~  Federal Appro—-  Federal
priated research Private priated research Private priated research Private
Object class funds 'grants funds funds grants  funds funds grants funds
Salaries and benefits $ 795,478 $69,534 ¢ - $§ 943,607 $39,954 $§ 330 $1,064,969 $52,698 $ 8,587
Travel 38,916 - 3,794 40,186 - 10,996 50,748 - 15,954
Transportation of things 6,807 - 55 6,666 - 380 7,972 - 15
Rent, communications,
and utilities 42,814 - - 63,110 - 20 74,426 - 34
Miscellaneous 1,884 412 5,791 8,157 5,170 8,685 6,216 389 14,077
Other services 66,945 996 16,055 123,815 1,145 25,457 107,154 528 18,732
Supplies and materials 103,951 3,556 1,597 115,661 1,648 2,968 182,615 1,341 2,520
Equipment 27,751 - 7,296 - 49,829 = 9,502 45,222 - 11,513

Total $1,084,546 $74,498 $34,588 $1,351,031 $47,917 $58,338 $1,539,322 $54,956 $71,432




CONCLUSIONS

The scope of the Smithsonian's activities has grown and
will continue to grow. This is entirely consistent with the
Smithsonian's mandate to increase knowledge among men.
However, a byproduct of new undertakings by the Smithsonian
is growth in the amount of Federal support reguired.

In our view the fact that the Smithsonian has private
funds with which it can launch new programs should not be
viewed as justification for less than full and timely
disclosure of new programs to the Congress. The Government
has too large a stake in the Smithsonian for it to be
otherwise.

AGENCY COMMENTS

The Secretary stated that the Smithsonian completely
respects the congressional need to be promptly informed of
Smithsonian plans that might involve substantial new Federal
expenditures. He agreed that more comprehensive and timely
communication with the appropriate congressional committees
is essential and that this will be done.
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CHAPTER 5

OTHER MATTERS

The Committee requested information on several other
matters. Each is discussed separately below.

MUSEUM SUPPORT FACILITY

The museum support facility is a proposed complex of
buildings to be constructed in Silver Hill, Maryland. The
facility would be constructed in several phases over a
period of years. When completed it would provide approx-
imately 1.9 million square feet of space for (1) the
expanding national collections, (2) support and maintenance
services, and (3) research by and training of conservators.
It would permit museum space presently used for storage
to be converted to exhibition halls.

The storage problem

The Smithsonian's collections now include well over
70 million objects-and specimens, of which only a small
percentage is on display while the vast majority is in
storage. According to Smithsonian officials, collections
are growing at a rate of about one million items annually.
Smithsonian officials predict that collections will
increase 2 to 5 percent annually.

The Smithsonian stores most of its collections in its
various museums. With the growing gquantity of collections
it has become increasingly difficult to find the space neces-
sary to house collections. The Smithsonian has been storing
bulky items, primarily those for the National Air and Space
Museum, on a 2l-acre site in Silver Hill, which was acqguired
from the General Services Administration in 1959. Presently
there are 27 one-story, prefabricated metal storage
buildings_on the site. Smithsonian officials said that
storing collections in these facilities was inadeguate
because they lacked humidity and temperature controls
essential for conservation purposes.

In fiscal year 1976 the operating costs of the Silver
Hill storage facility were about $1.4 million and a staff
of about 69 employees was assigned there. Renovation and
construction at Silver Hill cost $450,722 in fiscal years
1974-76. No private funds were used.



Plans for the new facility

Several years ago the Smithsonian determined that
greatly expanded facilities were needed for collection
storage and laboratory space. In May 1968 the Regents
of the Smithsonian approved the construction of a museum
support facility, subject to authorization and appropriation
of funds by the Congress. By December 1969 the Smithsonian
had developed initial plans for a museum support facility.

Over the last few years the Smithsonian, with the
help of consultant studies, developed further plans for
the facility, including site selection, analysis of space
requirements, definition of growth rates, and advance plan-
ning and design for the first phase.

A consultant's study estimated that the first phase
would cost about $40 million for a building of 545,000
square feet. The design concept provided for storage
space in single-story buildings which would provide
future expansion by use of relatively inexpensive
double decking. It also provided for office and re-
search space in a multi-story building. The buildings
were designed to allow for reasonable flexibility and
to satisfy the Museum of Natural History's collection
reguirements through the end of the century. Since
1969 the Smithsonian has spent about $183,000 in Federal
funds for support facility planning.

Public Law 94-98, dated September 19, 1975, authorized
the Smithsonian to plan the museum support facility and
authorized the appropriation of planning funds. Bills to
authorize construction of the facility were introduced during

the second session of the 94th Congress, but no action was
taken.

In its fiscal year 1977 budget, the Smithsonian
requested $500,000 to begin the design of phase one. The
Congress did not approve the design money requested for the
support facility in fiscal year 1977. The House Appropriationsg
Subcommittee stated that it fully supported the need for and
desirability of the facility, but recommended that the project
be delayed because of the project's large future year costs.
The Senate Appropriations Subcommittee suggested that the
project be reexamined by the Smithsonian because of the
project's high costs.
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The Smithsonian scaled down the first phase's original
size and cost projections. The Smithsonian is seeking $325,000
in its fiscal year 1978 budget to develop specifications to
begin the design for a first phase building estimated to
cost about $21 million. The scaled down version is esti-
mated to cost about one-half the original proposal and
has reduced the area from 545,000 sguare feet to 338,000
square feet. The Smithsonian anticipates that the facility
will meet the Institution's most urgent space needs through
1986, whereas the earlier more ambitious plans were estimated
to satisfy space requirements to the year 2,000.

Sixty-one acres of land adjacent to the Silver Hill
storage facility have been tranferred by the General Services
Administration to the Smithsonian, which is trying to acquire
an additional 21 acres to be part of the museum support
facility site. -

Related to the need for a museum support facility is a
collections policy and management study now underway. The
study, requested by the Office of Management and Budget, is
assessing the effectiveness of the Smithsonian's collection
management policies and practices and providing a projection
of future space needs. The Smithsonian has never performed a
comprenensive study of its collections practices in relation
to long-range planning and the study should provide infor-
mation pertinent to future space reguirements in the museum
support facility. The study is being conducted by Smith-
sonian personnel and it is estimated that will be completed
in the fall of 1977.

CONCLUSION

The first phase of- the museum support facility is designed
to meet what the Smithsonian believes are its most pressing
needs--those of the Museum of Natural History. The original
proposal for a $40 million complex was. expected to satisfy
the Museum's storage needs through the end of the century.

The Smithsonian's latest proposal for a $21 million facility
is estimated to satisfy the Museum of Natural History's
needs only through 1986, a few years after construction

is completed.
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Under its present collections acquisition and disposal
policies and practices, the Smithsonian is continuously
adding to its collections inventory and its storage needs will
inevitably grow.

The thorough review of the Smithsonian's collections
policies now underway is an essential first step in pro-
jecting future storage requirements. It should provide
valuable information and serve as a guide for effective
collections management by the Smithsonian.

SMITHSONIAN'S EXPANDING RESEARCH ROLE

The Committee was concerned that some of the Smithsonian's
research efforts might duplicate other Federal research,

Since its establishment, the Smithsonian Institution has
been involved in various types of research activities. Scienti-
fic research at the Smithsonian covers a broad spectrum from
research pertaining to animal behavior to the study of outer
space.

The Smithsonian's research role has grown as shown by the
types of research installations located in this country
and abroad.

--The Chesapeake Bay Center for Environmental Studies,
near Annapolis, Maryland, was established to advance
man's knowledge of his environment. 1Its primary pur-
pose is to contribute to the rational use of land and
water resources through research, educational programs,
and the dissemination of information.

--The Tropical Research Institute in Panama is a research
organization devoted to advanced studies and support of
tropical biology, education, and conservation.

--The Fort Pierce Bureau, located at Link Port between
Fort Pierce and Vero Beach, Florida, carries out
research in marine biology and geology.

~~The Conservation and Research Center located in Front
Royal, Virginia, conducts research relating to the
study of the reproductive behavior and biology of
rare and endangered animals.

--The Radiation Biology Laboratory, located in Rockville,
Maryland, studies the effects of sunlight on living
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things. Its scientists are interested in how and why
plants respond to the different guantities and gua-
lities of radiant energy.

--The Astrophysical Observatory, located in Cambridge,
Massachusetts, has a number of research projects
underway pertaining to the study of outer space.

The Mount Hopkins Observatory in Arizona is an adjunct
of the Astrophysical Observatory.

Research is also carried on at various Smithsonian museums.
For example, The Center for the Study of Man, located in the
Natural History Museum, coordinates a worldwide program of
interdisciplinary studies in the human sciences.

The Smithsonian contends that it concentrates in the area
of basic research which does not conflict with research per-
formed by mission-oriented Federal agencies. We obtained
listings of all ongoing research projects and discussed the
problems of duplication with the directors of the Smithsonian
Tropical Research Institute and the Chesapeake Bay Center
for Environmental Studies.

At the Chesapeake Bay facility most of the research
projects were sponsored and paid for by other Federal agencies
which have the prime responsibility for insuring that the
research is worthwhile. ©None of the projects sponsored and
paid for by the Smithsonian. seemed to dupllcate the projects
of the other Federal agencies.

The Director advised us that the major research currently
financed with Smithsonian-appropriated funds is a study of
how the Rhode River estuary works and interacts with its water-
shed. The Director stated that this work does not duplicate any
research being done by others. 1In this regard, the Smithsonian
is a member of the Chesapeake Research Consortium, formed
to define and coordinate research contributing to the better
management of the Bay's environmental system. Other members
of the consortium are The Johns Hopkins University, the Univer-
sity of Maryland, and the Virginia Institute of Marine Science.

According to the Director of the Chesapeake Center, every
proposed research project supported with Smithsonian funds
must go through a review process before it is approved. It
was explained that this process screens proposed research pro-
jects for possible duplication of research. Each proposed
research project is reviewed by the Director and Associate
Director for Scientific Programs for scientific quality and
possible duplication. In addition, we were informed that
many of the proposed research projects are sent to the
Smithsonian Science Information Exchange to assure that
there is no duplication.
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As of October 1976 there were 34 research projects in
process at the Smithsonian Tropical Research Institute, 19 of
which were funded with Smithsonian-appropriated funds at a
cost of $568,906. The remaining 15 research projects,
costing approximately $190,000, were either funded by
private organizations or Federal agencies.

The Director stated that duplication of research is
very unlikely because there are no Federal agencies engaged
in basic tropical biology research. 1In addition, the
Assistant Director informed us that duplication is unlikely
because there are few scientists doing tropical research.
For projects to be funded by the Institute, the Director
reviews the proposed projects to determine whether there
may be duplication. This determination is made on the
basis of correspondence received from other researchers
describing their projects, and information which is on
record with the Science Information Exchange.

TRAVEL BY SMITHSONIAN OFFICIALS

At the reguest of the Committee, we obtained infor-
mation on the travel for the last 3 fiscal years of the
Secretary, the Under Secretary, and Assistant Secretaries.

The Smithsonian's travel regulations conform to
the Federal Travel Regulations and apply to travel
financed by both private and Federal funds.

We noted that the Smithsonian's general practice is
to charge travel expenses to Federal funds if the employee
is on the Federal payroll and to private funds if he is
on the private payroll. The Secretary, a private employee,
used private funds for travel expenses except for one
foreign trip made in each of the last 3 fiscal years on
research projects which were charged to appropriated excess
foreign currencies. Appendix III contains a summary of
travel for the last 3 fiscal years for the positions
of Assistant Secretary and above. All of the officials
shown are on the Federal payroll except the Secretary.

The summary shows that the Secretary was in a travel
status 147 days in fiscal year 1974, 89 days in fiscal
year 1975, and 125 days in fiscal year 1976 and the
transition guarter.

The Smithsonian provided us with a memorandum (see app. IV)
explaining the role of the Secretary. In addition to describ-

ing his responsibilities, it refers to purposes for which travel
is necessary, such as:
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(1) He is responsible for executive directicn of
bureaus and centers of the Institution which are
located in various parts of the United States
and abroad.

(2) He serves on scientific and other research com—
mittees of the Nation as well as internationally.

(3) He participates in programs and activities through-
out the United States in connection with raising
private funds and attends official functions here
and abroad as the representative of the Smithsonian.

(4) Traditionally, he has been expected to write and
publish scholarly papers, often reguiring field
work in foreign countries.

The Smithsonian also stated that

"# *# * the Secretary has exercised continuing responsi-
bility for carrying out the duties of his office even
during periods of absence from his office. His re-
sponsibilities frequently involve meetings and dis-
cussions outside of office hours both here and abroad.
The Secretary has a staff of principal assistants who
are organized for advice and assistance in the effec-
tive execution of the Institution's broad programs,
with guidance from the Secretary."

They said that Litchfield, Connecticut

"¥ * * js a regular place of duty for the Secretary,
as arranged with the Board of Regents, where he
maintains a residence, office, library, and water-
fowl preserve. While there, he conducts research,
writes official reports, receives and sends official
correspondence, receives official visitors, and
maintains daily contact with the Washington office
by telephone and exchange of correspondence.”
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LAWTON CHILES, FLA.
d¢ BERNETT JOMNITUN, LAL
WELTER D, HUSRLESTON, KT,

JAKES R, CALLOWAY

CIEN COUNSTL AND STASF DIRESTOR . ‘ ’ ) June l&, 1976

The Honorable Elmer B. Stazts
Comptroller Ceneral of the E

United States N .
Washington, D. C. 25048

Dear Mr. Staats:

The Cormittee, in conducting annual budget hearings and developing
appropriation recommendations has experienced a growing concern over the
management and accountability of Federal funds m2de available to the
Smithsonian Institution. We wish to reguest a general review by your
office of Smithsonlan fiscal practices and policies with the specific
osbjective of determining whether these funds are effectively and prozerly
utilized for the purposes for which they were appropriated.

This request in no way should be construed to inply any susticion

of wrongdoing or deliberate impropriety. Because of its unique status,

wever, the Smithsonian has not undergens the usuzl Federal reviews ang
examinations accorded rmost govermment agencies. Tnis can be attribute
in part to the fact that the Smithsonlan is governed by a Board of :
Regents comprised, among others, of the Chief Justice and l=mbters of
Congress. ther, private support for the Institution was once a more
dominant factor, leading to a tradition of independence.

Recent testimony has determined that Federal support in the form
of appropriations and grants now.accounts for about .90 percent of the
. Institution's funding. Certainly the Smithsonian should be as account-
able to the Congress azs any other Federal agency or organization.

Without limiting the scope of the GAO review of the Smithsonian's
fiscal policies and practices, we wish to direct your attention to an
internal fundingz account disclosed during the Comnittee's March 23,
1976, budget hearings. This account has been called variously the
Secretary's Reserve Fund, the Contingency Fund, and, more recently,
the Woridng Fund. Generally, assessments are made on the allocation
of appropriations to various units of the Snithsonian with the monles
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being held for use at Secretary S. Dillon Ripley's discretion for programs
or activities. This use is not necessarily assocliated with the original

purpose of the appropriations as allocated in the Committee reports accom-
ntil this year the precise use of these

funds was not reported to the Congress.

panying the aporopriation bills.

The Snithscnian has indicated a willingness to revamp its procedures

vith rescect to this contingency account so that the Committee will be fully

informed in the future. A close examination of past practices is needed to
help the Committee develop future requirements and recommendations.

Other matters of specific interest to the
Smithsonian's travel practices, particularly ths
travel of the Secretary here and zbroagd:

Committee include the
reportedly extensive

plans for construction of a large

miseun support facllity in Maryland:; use of the new Front Royal Center in

support of the Natlonal Zoological Park;

the expranding Smithsonlan research

role, which often aprears duplicative and involves such opsrations as the
Tropical Fesearch Center in the Panama Canal Zone and the Chesapeake Eay
Environmental Center; th2 manner in which private funds are used in con-
Junction vith Federal funding; and practices involving the establishment of
new units and facilities with private funds that involve an obligetion of

future Federal supporst.

In the latter case, the Committee is concerned over the manner in
which the Smithsonian estzblished the Cooper-Fewitt Museum in New York
City. This new facility now requires Fedsral support, and we felt there
advance consultaticn with the Committee.

was inadequate prior notice angd

Mr. Dwiight Dyer of the Subcommittee staffl

if any additional information is needed.

/j;;i:¢{i—;5»f7451¢ﬂ9

ihd,ztevens

Panﬂlnﬁ Vinority Member,
Subcommltteo on the
Departrent of Interior
and Related Auenc1es

RCB:Db
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can be reached on 228-7262

incaﬁely yours,

t

uﬂauﬁbf (<:> /<E:>

Robert C. Byrd

Chairman, Subcommitlies
on the Department of
Interior and Relateg
Agencies
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SMITHSONIAN INSTITUTION

APPLICATION OF SALARY AND EXPENSE FUNDS FOR

FISCAL YEAR 1976 AND THE TRANSITION QUARTER

Detailed budget categories

Science:

s e g

Assistant Secretary for
Science

National Museum of
Natural History

Environmental Science
Program

Astrophysical Observatory

Tropical Research
Institute

Radiation Biology Lab

Office of International
Programs

Chesapeake Bay Center

National Air & Space
Museum

Center for the Study
of Man

National Zoological Park

Fort Pierce Bureau

Interdisciplinary Com-
munications Program

Research Awards Program

Science Other

Subtotal

Federal funds

Private funds

Grants &

Appropriated contracts

Unrestricted Restricted

543,615 $

13,162,515

252,994
4,942,447

1,785,101
2,057,390

373,410
653,495

6,689,206

500,490
7,802,933

153,566

539,685

1,189,024

8,517,366

729
116,098

31,063
213,070

176,454
301,353
22,192
1,492,626

7,700

$38,917,168 $12,607,360

$ 27,195 $ 63,732
191,537 471,780
72,930 273,670
41,848 38,449
. 2,898 10,735
65,365 -
57,223 27,036
303,300 265,375
13,645 47,929
135,398 43,827
30 601,170
23,302 11,988
$934,671  $1,855,691

IT XIAN3ddVY
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Federal funds Private funds
Grants &

Appropriated contracts Unrestricted Restricted

Detailed budget categories

History and art: ,

IT XION3ddY

8¢

Assistant Secretary for

History and Art 173,939 63,859 -
Joseph Henry Papers 125,142 65,131 - (3,044)
Office of American

Studies 67,896 19,144 - 14,436
National Museum of

History and Technology 6,938,550 58,901 207,509 642,702
National Collection of

Fine Arts ! 2,902,271 18,880 180,457 44,348
National Portrait Gallery 2,190,247 100,888 55,546 31,850
Hirshhorn Museum 1,999,198 100 48,275 4,968
Freer Gallery of Art 573,089 47,066 - 1,463,667
Archives of American Art 410,750 - 850 316,546
Cooper~Hewitt Museum 341,777 80,871 322 684,231
American Revolution Bi-

centennial Programs 5,827,504 - 25,680 -
Office of Academic and .

Educational Programs 604,808 - 500 13,179
Hillwood - - - 518,803
woodrow Wilson Inter-

national Center for .

scholars - 44,038 80,754 654,921
Belmont Conference Center - - 318,353 -
History and Art Other - 1,100 = o

Subtotal $22,155,171 $ 436,119 $982,105 $4,386,607

II XIAN3ddY
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Federal funds Private funds
Grants &
Detailed budget categories Appropriated contracts Unrestricted Restricted
Public service:
Assistant Secretary for

Public Service 175,273 - 14,944 -
Anacostia Neighborhood

Museum 667,393 (2,821) 34,107 68,287
International Exchange

Service 216,012 - - -~
Division of Performing '

Arts 1,518,555 1,776,713 1,197,057 1,782,616
Office of Public Affairs 485,157 - 207,139 -
Smithsonian Institution

Press 811,707 - 503,518 8,882
Office of Symposia and

Seminars 66,150 3,738 290 43,258
Office of Elementary and

Secondary Education 133,186 - . 308 20,158
Mail Order Department - - 85,399 -
Smithsonian Magazine - - 16,344,945 -
Smithsonian Resident

Assocliates : - - 1,684,227 -
Museum Shops - - 5,016,193 -
Office of Membership and

Development - - 2,503,511 ~ 130

Subtotal $4,073,433 $1,777,630 $27,591,638 $1,923,331

IT XION3ddY
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Private funds

Unrestricted Restrictgg

Federal funds
Grants &
Detailed budget categories Appropriated contracts
Museum programs: ,
Assistant Secretary for
Museum Programs 184,783 24,331
Office of Museum
Programs 276,978 -
Office of Building Manage-
ment (South Group) 687,506 -
Office of the Registrar 220,525 -
Conservation Analytical
Lab. 695,361 -
Smithsonian Institution
Libraries 2,399,744 -
Office of Exhibits Central 1,234,857 -
Traveling Exhibition
Service 155,498 169,306
Smithsonian Archives 308,396 -
National Museum Act Program 976,080 -
Major Exhibition Programs 247,155 -
Horticultural Services
Division 639,934 -
Other Museum Programs - 1,300
Subtotal $8,026,817 $ 194,937

S

11,013 19,727
441 -

637 4,599
(2,455) -

309,097 38,461

2,628 -

321,361 § 62,787

IT XION3ddY
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Federal funds Private funds

Grants &
Detailed budget categories Appropriated contracts Unrestricted Restricted
Administrative and
Support Activities: |,
Office of the Secretary 200,947 - 154,200 54,997
Secretary's Files 69,218 - - -
Office of Special Assis-

tant to the Secretary 107,636 - 1,586,603 3,359
Secretary's Research Lab 40,185 1,618 47,485 45,191
Office of the Under

Secretary 309,061 -~ 8,616 -
Travel Services Office 81,786 - ~ -
Support Activities ' 201,310 - 25,413 1,756
Office of General Counsel 426,374 - 13,593 -
Office of the Treasurer 1,169,746 - 151,533 11,668
Office of Personnel

Administration 887,781 - - -
Office of Audits 280,385 - - -
Office of Equal

Opportunity 217,734 - - -
Office of Printing and ‘

Photographic Services 1,045,343 - 137,036 -
Office of Supply Service 606,234 - - -
Office of Management )

Analysis . 304,734 - - -
Office of Protection

Services 8,703,940 - 6,676 -
Office of Facilities

Planning 859,378 - - -
Office of Plant Services 13,963,416 - 19,869 -
Office of Computer

Services 761,211 542,076 33,626 250
Reserve Fund 11,576

Subtotal 30,236,419 543,694 2,184,650 128,797

Total $103,409,008 $15,559,740 $32,014,425 $8,357,213
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SMITHSONIAN INSTITUTION
SUMMARY OF TRAVEL FOR ASSISTANT SECRETARY'S
AND ABOVE FOR FISCAL YEARS 1974, 1975, 1976 AND TRANSITION QUARTER

Fiscal year 1974

Full working days and

No. of - Full working days on nonworking days on Type of funds used
Traveler Trips .official travel(note d) official travel(note e) Federal Private
Secretary (note f) 40 103 c/147 a/s 4,371 $ 8,306
Under Secretary 12 26 41 2,720 527
Assistant Secretary
for Science 18 33 45 3,295 1,310
Assistant Secretary
for History & Art 16 ' 21 29 2,173 -
Assistant Secretary
for Museum Programs 17 48 65 b/ 6,518 -
Assistant Secretary
for Public Service 5 25 33 2,157 -
Assistant Secretary
for Administration - = - - =
o Total Assistant 108 256 360 $21,240 $10,143
N Secretary & above ~--—- ——— - mmeme— e

a/Federal funds are appropriated excess foreign currency.

b/Federal funds consist of both appropriated excess foreign currency and salaries and expenses
operating funds.

c/Due to illness while traveling abroad an additional 30 days was required for medical care and
slow journey home. '

d/Based on 5-day week, Monday-Friday; excludes travel commencing after 4:00 p.m. or terminating
prior to 10:00 a.m.

e/Based on 7-day week, Monday-Sunday.

f/The Secretary's travel does not include time spent at Litchfield, Connecticut, as follows:
1974, 75 days; 1975, 89 days; and 1976, 130 days.

TTT YTOON3IAAY
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Secretary (note f)
Under Secretary
Assistant Secretary
for Science
Assistant Secretary
for History & Art
Assistant Secretary
for Museum Programs
Assistant Secretary
for Public Service
Assistant Secretary
for Administration

Tota Assistant
o gecretary & above

Fiscal year 1975

Full working days

No. of Full working days and nonworking days Type of funds used
trips on official travel on official travel Federal Private
31 66 89 $ 4,710 $9,321

5 6 6 - 434
10 32 45 b/2,763 -
15 36 55 1,971 -
16 37 60 4,036 -
10 27 35 1,914 -
87 204 290 $15,394  $9,755

— an
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Fiscal year 1976 and transition quarter (15 months)
Full working days

No. of Full working days and nonworking days Type of funds used
Trips on official travel on official travel Federal Private
Secretary (note f) 48 90 125 a/s 2,644 $25,400
Under Secretary 1 4 4 - - 669
Assistant Secretary
for Science 10 45 62 3,175 702
Assistant Secretary - '
for History & Art 22 45 56 b/3,067 1,774
Assistant Secretary -
for Museum Programs 21 66 89 8,733 -
Assistant Secretary
for Public Service 7 50 66 2,093 -
Assistant Secretary
for Administration _ 2 2 2 175 =
o Total Assistant 111 302 404 $19,887  $28,545

Secretary & above --- - - =/ /=

IIT XIGN3ddY
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APPENDIX IV APPENDIX IV

"The Role of the Secretary of the Smithsonian Institution

The Secretary of the Smithsonian Institution is by law
also the Secretary of the Board of ;Regents. He is elected by
the Board of Regents and is paid from non-Federal funds,

The founding act provides that the Secretary shall be
in charge of the buildings and property of the Institution, shall
record the proceedings of the Board of Regents, shall .pérform
the duties of librarian and of keeper of the museum, and may
with the consent of the Board of Regents employ assistants.

The Smithsonian was explicitly established as a chari-
table non-profit corporation to carry out the trust responsibilities
of the United States independent of the Government itself. It
receives the support and assistance of each of the branches of
the Government without becoming a part thereof. The acceptance
by the Institution of increasing amounts of directly appropriated
funds has not changed the basic independent authority of the Board
of Regents, :

Provision was made in the formal creation of the
Smithsonian for programs in the areas of concern that have since
occupied the Institution through succeeding generations -- art,
science, history, research, museum and library operations,
publications and lectures, and exhibitions in museums and art

galleries.
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The Secretary is responsible to the Board of Regents
for all of his activities and serves as Secretary of the Board of
Regents as well as of the Executive Committee, the Permanent
Committee, and the Investment Policy Committee.

Administratively, the Secretary is responsible for the
formulation and execution of programs, legislative proposals,
budgetary proposals, their justification and execution. This
includes direct participation in the consideration of fiduciary
affairs, the portfolio management of the funds of the Institution;
recruitment for and appointments to principal professional and
administrative positions; program planning and the determination
of objectives of Smithsonian activities; review and approval of the
exhibition and educational programs; participation in the delibera-
tions of numerous committees, both Federal and non-Federal;
providing information to the public through publications and other
media; and representing the interests and responsibilities of the
Institution before the Congress, the Executive Branch, the public,
learned societies, educational institutions, scientific organizations,
and other bodies international and domestic.

Traditionally, in connection with scientific and other
research programs, the Secretary of the Institution has served
as an office holder, member of committees, or administrative

adjunct to many of the senior learned societies of the Nation as well
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as internationally. Foz; example, the Secretary is a member

of the National Acé.demy of Sciences, a Trustee of the Kennedy
Center, a Trustee of the National Callery of Art, Chairman of

the World Wildlife Fund U.S. Appeal, and P?esident of the Inter-
national Council for Bird Preservation. A number of related
activities include the Harvard University Visiting Committees

in special fields such as zoology or astronomy and astro-physics

on which the Secretary has served for nearly 15 years; the
consortia involving activities in the Pamama Canal Zone (first
undertaken with Carnegie Corporation, Harvard University, and
the American Museum of Natural History in the 1930's) or with
allied institutions conducting astronomical research in South
America or in observatories within the United States. Other mem-
berships of the Secretary on boards, commissions and committees
are set forth in the attached appendix.

Of pa.r.ticula.r significance in addition to the traditional
responsibilities of the Secretary is that he also serves in a pro-
motional and representational capacity on behalf of the Institution.
This involves a constituency of approximately 1,000, 000 Associate
members, and requires visits to cities around the United States,
lecturing, holding meetings, énd otherwise participating in pro-
grams in connection with raising private funds and seeking support

for the Institution.
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Throughout the history of the Institution the Secretary
has been responsible for the day-to-day operations of a scientific
nature related to fields of research in which the Secretary is a
specialist.

All eight Secretaries have been distinguished men in
science and each has pursued his scientific career after becoming
Secretary. Joseph Henry was a physicis‘c; Spencer Fullerton Baird,
a naturalist; Samuel Pierpont Langley, a physicist of 'astronomy
and aeronautics; Charles Doolittle Walc:_ott, a geologist; Charles
Greeley Abbot, an astrophysicist; Leonard Carmichael, a physio-
logical psychologist; and S. Dillon Ripley, an ecologist and an
ornithologist,

The Secretary has traditionally been expected to write and
publish scien.tiﬁc papers, books, and other material of a scholarly
nature. It is difficult in recent years, with the volume of work o‘f
the Institution, to have such field work occupy prolonged periods
of time, but as recently as the 1950's such research was undertaken
for several months at a time in areas suc’h as Panama or Peru.

At such times, however, the day-to-day administrative

work of the Secretary is designated to an Acting Secretary, who
has so been designated by the Chancellor as provided for in the
Act of May 13, 1884.
The Secretary has assembled a staff of principal assistants,

known as the Secretary's Executive Committee, who are organized
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for advice and assistance in the effective execution of the
Institutio.n's broad programs. These are Assistant Secretaries

in the fields of Science, History a'nd Art, Museum Programs,
Public Service, and Administration, a Treasurer, a General
Counsel, and an Executive Assistant, The support and staff
services required to provide administrative and specialized
support are also well established and are undef a Direétor of
Support Activities.,

| The Secretary has continuing responsibility for carrying
out the duties of his office even during periods‘of physical absence
from his office; his decisions on a variety of matters are based
on public contacts outside official hours and away from his official
post of duty; he has freedom for self-supervision and responsibility;

and he is not under the provisions of the annual and sick leave act,
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Conseil Internztional de la Chasse, Honorary Member
Cooper Ornithological Society

Cornell Lzboratory of Ornithology

Internatiozal Council for Bird Preservatiion, President
International Wild Waterfowl Association, Director
Ornithological Society of New Zealand

Pzcific Tropical Botanical Ga:de:.:s, Emeritus Trustee

Sociéte Orznithologigue de Fraznce, Honorary rellow
South African Ornithological Society, Corresponding Member

Wildlife Preservation Trust International

World Wildlife Fund, Board of Direciors
Chairman, U. S. Appeal

Zoological Society of Incia, Honorzzry Fellow
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MEMBERSHIPS OF A S, DILLON RIPLEY ON B0OARDS, COMMISSIONS AND
COMMIT ;r_.:..S

Government

Advisory Council on Historic Preservation (Dept. Interior)

Federal Council on the Arts and Humanities -
Nztionzl Council on the Arts .
Nztionzl Council on the Humanities

Tederzl Council for Science and Technology

Tom s

Inter-Agency Committee on Marine Science and Engineering

Institute of Museum Services, Governing Board (HEW)

e
n
[
Q

Supreme Court X riczl Society, Advisory 3oard

White House, Comrmittee {or the Preservation of

]
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ciztion, Board of Directors

Smithsonian

Archives of American Art, Trustee
Cooper-Hewitt Museum of Decorative Arts and Design, Advisory 3oard

Freer Gellery of A-t, Visiting Committee

Joseph H. Hirskhorn Museum and Sculpture Garden, Trustee
Nominating Committee

J. F. Kennedy Center for the Performing Arts, Trustee
Executive Comrmttee, Nominating Commitiee, Fine Arts Committee

Nztional Air and Space Musewn Advisory 3oard
Nationzl Armed Forces Museum Advisory Board

Nationzal Bozrd of the Smithsonian Associates
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National Collection of Tine Aris Commission

-

National Gellery of Axt, Trustee

—

-
Zxecutive Commitiee, TFinaznce Commitiee

Nationzl FPorirail Callery Cormmission

Reading is FUNdamzsental, Nationzl Advisory Board
Executive Board

mi.‘_hson:an Ast:ophysi Oose*vm ry, Visiting Committee

Smithsonian Research Toundation -
Srnithsonizn Science Iniormation Exchange, Inc.

¥oodrow Wilson Internationzl Cenier for Schelars, Trustee

Weashingion

African Art, Museum of (Honorery Trustee)

(et r

znd Trust Company, Boazrd of Trustees
z2nd Investment Committee

America-Nepal Society

American Associztion for the Advancement of Science

;;.

Cairitz Foundation, The Moz

Federzl City Council

George Washington U-.versn:{, Board of Trustees

Standing Commitiece on Academic Affairs

pa

ational Acacdemy of Sciences

Nztionzl Society of Arts and Letiers, Advisory Council

—
-

Nzval Historical Foundetion, Honorary Vice President

APPENDIX IV

and Gwendolyn, Advisory Board

Pennsylvania Avenue Development Corporation, Bozrd of Directors

72



APPERDIX 1V

Philosophical Society of Washington

Pioneer Founcation, Bocard of Directors
H

.

-9

phis t Honorary Board of T

ted States Capitol Historical Society,

-

Washington Inst

Miscellaneous

American Academy in Rome

American

useurns

American rchitects, Honorary Member

-~
\-

Instituie of Biclogical Sciences

American

American Museum in Member of Council

Britain,
Arts Council of Grez: Bri‘: in, Committee of Honor

Associztion of Science Museum Directors, Member

Foreign Relzaticns, Member of Council on

Forman School, Trustee

Ja}

-~

French Institute, Alliance Francaise, Honorary Trustee
Hazrverd Board of Overseers,

Zoology

Cormmitiee to Visit Department

International Congress of Systematic and Evolutionary Bioclogy

t
-

ternational Cox..ncd of Museums, U. 8, Nztional Commitiee

Charles Lindbergh Memorial Fund, Honorary Co-Chairman

—

Museum oi Fine

Axris, Boston, Visitor to Department of Egypt
Eastern .Asr‘
National Institute for Periorming Arts of India (Bombay), Men

Pilgrims of the United States

APPENDIX 1V
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Nztionzl Book Comimittee

New York Aczdemy of Sciences

New York Zoologiczel Society
Research Corporation, Director

Royal Ozk Founcdation, Trustee

"l

Society of the Cincinnati of the Stzte of Connecticut, Honorary Member
Society for the Study of Zvolution

Soclety of Systematic Zoology -

Systematic Collections, Member of the Conference of Directors
Wedge Entomologiczl Research Foundation, Patron

—
-

oundation, Trustee

Who!'s Who in Amexica, Board of Advisors
Winterthur Museum, The Henry Francis duPont, Trustee
? H

v
fv
—
L]
[
%]
$te
<
o
H
y (n

ity
ornathan Zcwards College Fellow, Peabody Museum Associztes

Yale University Librery
Honorzry Curator, Coe Collection, Ornithologiczl Books

Conservation and Ornithology

American Ornithologists Union

(=}
Associzcion Ornitologica de la Plata, Honorary Fellow
Bombay Natural History Society, Life Fellow

British Oraithologists Union

Charles Darwin roundation for the Galapagos Isles, Zxecuiive Committee

o]
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SMITHSONIAN IXNSTITTTION

Washington, D.C. 20560

HJI ‘4—
March 21, 1977

Mr. Victor 1. Lowe
Director, General Government Division

General Accounting Office
Washington, D, C. 20548

Dear Mr. Lowe:

Fundamental to any analysis of the specific Smithsonian opera-
tions to which your report is directed is a clear understanding of the
unique charter and functions of the Institution. The following ""Outline
of the Origin and Development of the Smithsonian Institution" will, I
believe, explain the nature of the Institution, clarify the responsibilities
of the Board of Regents and the Congress for its welfare, and detail the
significance of both private and federal support in its achievements since
its origin in 1836 with the acceptance of the private bequest from
Mr. Smithson. This will provide the essential context for the specific
comments which follow,

Fifty years ago Chief Justice Taft, speaking as Chancellor of the
Smithsonian Board of Regents, observed that:

". . . many people suppose this private research
establishment to be a part of the Government. . . .
I must make clear, gentlemen, that the Smithsonian
Institution is not, and has never been considered a govern-
ment bureau. It is a private institution under the guardian-
ship of the Government, " '

This characterization of the Smithsonian and its relationship to the Govern-
ment refers to the legal foundations of the Institution in the will of James
Smithson and the Act of July 1, 1836, which accepted the bequest.

Smithson, in bequeathing the whole of his property '"to the United
States of America, to found at Washington, under the name of the
Smithsonian Institution, an establishment for the increase and diffusion
of knowledge among men, ' created a charitable trust under the terms of
which the United States would serve as trustee for purposes not limited to
the national interest but for the benefit of all mankind. By the Act of
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July 1, 1836, Congress accepted the Smithson trust on these terms, on
behalf of the United States, and pledged the "'fzith of the United States"
to carry out the purposes of the trust. Consonant with its commitment
to the trust, Congress has, from the start, supplemented the trust
resources with federal funds and property.

This unique combination of a2 privately-endowed institution,
administered by the Board of Regents independent of the Government
itself, and the continuing support of the United States, as trustee, in

© generous fulfillment of its pledge, has made possible the remarkable
achievements of the Institution. It has engendered contributions from
private donors which were inconceivable in 1836. The great national
collections now consist largely of private gifts, and continuing private
additions to the Smithsonian's independent trust funds have maintained
the Institution's central resource for initiative and integrity. The
Congress, on its part, has responded with the very substantial federal
support which has been essential to the growth of the Institution and to
many of its far-reaching services to the public for over a hundred years.,

Since 1846, the Institution has greatly benefitted from the unstinted
efforts of the six Congressional members of its Board of Regents. In this
regard, the following paragraph, from a Smithsonian publication in 1904,
is still pertinent.

"It is probable that no class of the American people
appreciate the work of the Institution more fully than the
members of Congress. This has been clearly shown by
the uniform liberality with which, throughout many suc-
cessive terms, regardless of changes in the political
complexion of the administration, they have supported iis
policy; by the discrimination with which they disseminate
its reports; by the judgment with which they select their
representatives upon its Board of Regents, and above all,
by the scrupulous care with which they protect the Institution
in its independence of political entanglements. That the
Institution has accomplished so much in the past is largely
due to the support which it has received from these practical
men of business, and through them by the people of the
United States. It is to such support that it will owe its
efficiency in the future, and it seems right that every oppor-
tunity should be taken to explain its operations to the public.
No intelligent American can fail to appreciate the benefits
which the highest interests of the American people receive
through the proper administration of the Smithsconian bequest.”
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The unique nature of the Smithsonian has been 2 mystery to
many, and doubting voices have occasionally been raised, but through-
out its one hundred and forty years there has been a broad consensus
in Congress which has respected both the letter and the spirit of the
original bequest. Congress has consistently maintained the integrity of
the Institution's trust purposes and its independence of the administration
of civil government.

In 1923, President Harding suggested the inclusion of the Smith-
sonian in a new Department of Education and Welfare, but the Joint Com-
mittee on Reorganization concluded:

"The Smithsonian Institution is one of the chief educa-
tional establishments under the Government, and the sug-
gestion that it should be incorporated in the department of
education and relief seems, at first blush, to be entirely
logical. DBut the institution is effectively a corporation
established under the terms of a private bequest. It is only
quasi-public in character. Its growth and its splendid success
have been due not less to private benefactions than to public
support; and there is every reason not to endanger its develop-
ment by altering its relationship to the Government, or by
superseding the arrangements under which it has so greatly
prospered, "

More recently, the Comptroller General, in a letter to the
Secretary of the Smithsonian Institution on September 1, 1961, stated:

"However, there is for consideration in this instance the
unique nature of the Smithsonian Institution and of the property
approprizted for its uses and purposes. . . . From time to
time the functions of the Smithsonian have been increased by
laws placing under its control additional establishments or
authorizing it to extend its activities into additional fields, but
its organization and powers with respect to the subject matter
of i‘_zs'crea‘cion have remained substantially u_nchanged. (See
20 U.S.C. 41-57). . . . By the act of June 28, 1955, 69 Stat.
189, the Congress authorized the construction of 'a suitable
building for a Museum of History and Technology. . .for the
use of the Smithsonian Institution, ' at a cost not to exceed
$36,000,000. While the cost of this building is covered entirely
by appropriations from the general treasury, we find nothing
in the act to indicate any intention that the building when complete
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shall not be 25 much the property of the Institution, and
subject to its control to the same extent, as the buildings
originally constructed from funds of the Smithson trust.

In effect, the building is appropriated to the Institution and
dedicated to the trust purposes, without qualification or
restriction.

In the course of its development, which has paralleled the growth
of the nation, the Imnstitution has been faithful to its trust mandate and,
at the same time, has achieved 2 great many of the specific objectives
which its Congressional supporters since John Quincy Adams have
envisioned. The achievements of the Smithsonian, nationally and inter-
nationally, are due in essential part to the energy and discretion with
which successive Boards of Regents, Secretaries, and staff have used
the independent trust resources to venture into new fields 'for the increase
and diffusion of knowledge among men'' and to encourage the private gifts
without which the national museums would scarcely exist. The judgment
of Congress in assigning to the Board of Regents and Secretary the respon-
sibility for selecting the most appropriate of the myriad opportunities
offered to the Institution has repeatedly been vindicated and reaffirmed in

the very substantial appropriations of federal resources to the Smithsonian.

Set forth in the following "Outline" is the basic history of the
Smithsonian. All the major actions of the Congress with regard to the
Institution from 1836 to 1883 are noted. During this period the principle
of federal support for the independent trust establishment was recognized
by the Congress, and the Institution's expansion to its present scope was
begun.

78



- APPENDIX V 7 peeENDIX V
OUTLINE OF THE ORIGIN AND DEVELOPMENT

OF THE SMITHSONIAN INSTITUTION

I. The Smithison becuest to the United States as trustee

In 1826, James Smithson, an English scholar and scientist of inde-
pendent means, drew up his will and provided therein:

""In the case of the death of my said nephew without leaving a
child ., . . Ithen bequeath the whole of my property . . . to the
United States of America, to found 2t Washington, under the name
of the Smithsonian Insfitution, an Establishment for the increase
and diffusion of knowledge among men. "

Smithson died in 1829. His nephew died without issue in 1835. In
December 1835, President Jackson transmitted to Congress a report on
the beguest, stating:

"The Executive having no authority to take any steps for
accepting the trust and obtaining the funds, the papers are com-
municated with a view to such measures as Congress may deem
necessary."

Im, The Act of 1836, pledging the faith of the United States
to the execution of the trust

John Quincy Adams, as chairman of the Select Committee appointed
by the House to consider the bequest, prepared the bill which became
the Act of July 1, 1836, and the unanimous committee report, which
includes the following statements:

"To the acceptance of this bequest and to the assumption
and fulfilment of the high and honorable duties involved in the
performance of the trust committed with it, the Congress of the
United States in their legislative capacity are alone competent.

"Of all the foundations of establishments for pious or chari-
table uses, which ever signalized the spirit of the age, or the
comprehensive beneficence of the founder, none can be named
more deserving of the approbation of mankind than this. "
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NTo furnish the means of acquiring knowledge is, therefore,
the greatest benefit that can be conferred upon mankind. It pro-
longs life itself, and enlarges the sphere of existence."

"It is, then, a high and solemn trust which the testator has
committed to the United States of America, and its execution
devolves upon their Representatives in Congress duties of no
ordinary importance. "

"In the commission of every trust, there is an implied tribute
of the soul to the integrity and intelligence of the trustees; and
there is also an implied call for the faithful exercise of those
properties to the fulfilment of the purpose of the trust."

"Your Committee are fully persuaded, therefore, that, with
a grateful sense of the honor conferred by the testator upon the
political institutions of this Union, the Congress of the United
States, in accepting the bequest, will feel in 21l its power and
plenitude the obligation of responding to the confidence reposed
by him, with all the fidelity, disinterestedness and perseverance
of exertion which may carry into effective execution the noble
purpose of an endowment for the increase and diffusion of knowledge
among men, !

The Senate report on this same bill states in part:

"The comunittee suppose it unquestionable that the executory
bequest contained in Mr. Smithson's will, of his whole property
to the United States, in the event that has occurred, for the pur-
pose of founding at Washington, under the name of the Smithsonian
Institution, zn establishment for the increase and diffusion of
knowledge among men, is by the law of England a valid bequest;
that the United States will be entertained in the court of chancery
of England to assert their claim to the fund as trustees, for the
purpose of founding the charitable institution at Washington to which
it is destined by the donor, and that that court will decree that the
fund shall be paid and transferred to the United States, or their
lawiully authorized agent, leaving it to the United States to apply
the property to the foundation of the intended charity at Washington
and to provide for the due administration of the fund, so as to
accomplish the purpose of the donor.™
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"The fund given to the United States by Mr. Smithson's will
is nowise and never can become part of their revenue. They
can not claim or tzke it for their own benefit, They can only
take it as trustees, to apply to the charitable purpose for which
it was intended by the donor."

"Upon the whole, the committee are of opinion that it is with-

in the competency of the Government of the United States, that it

well comports with its dignity, that, indeed, it is its duty to assert

in the courts of justice of England the claim of the United States to
the legacy bequeathed to them by Mr. Smithson's will, for the pur-
pose of founding at Washington, under the name of 'The-Smithsonian

Institution, ' an establishment for the increase and diffusion of

knowledge among men, and that provision ought to be made by

Congress to enable the Executive to assert and prosecute the claim

with effect. "

The Act of July 1, 1836, 5 Stat. 64, pledged the faith of the United
States that 21l the monies or other funds which might be received for, or
on account of the legacy, should be applied, in such manner as Congress
should direct, to the purpose of founding and endowing at Washington,
under the name of the Smithsonian Institution, an establishment for the
increase and diffusion of knowledge among men. The Act required the
Treasurer of the United States to account separately from all other accounts
of his office for all sums received by him in virtue of the bequest. And
it made the first appropriation from federal funds for the benefit of the
trust, in the amount of ten thousand dollars, to defray the expenses of pros-
ecuting the claim and of obtaining possession of the funds.

With regard to the pledge of the faith of the United States, John Quincy
Adams, in a lecture given.in Boston in 1839, states:

"Having drawn with my own hand that Act, as it stands with-
out the alteration of a word, upon the Statute book, it has given me
heartfelt satisfaction that although there were members averse to
the acceptance of the bequest, the Bill was unanimously reported
by a Committee of nine members of the House of Representatives;
that it was adopted, without a proposal of amendment or a word of
opposition by both Houses of Congress, and approved by the then
President of the United States. It has delighted me yet more to {find
that the full import of that pledge of fzith has been understood and
felt, by the Agent, commissioned for the recovery of the funds, and
by the present President of the United States and the Heads of
Departments. In my own judgment the mere naked acceptance of the
beguest, would have imposed upon the United States the moral
obligation of 21l that was promised in the pledge of faith; but to this
moral obligation I was desirous of adding a2 sanction equivalent to an
oath before God, and such I considered the pledge of faith in the Bill."
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I, The Investment of the trust funds in State stocks in 1838

On the basis of the Act of 1836, and Adams’' report, the English Court
of Chancery, in May 1838, adjudged the Smithson bequest to the United
States. On July 7, 1838, the last day of the session, Congress attached
a rider to the appropriations act for the Military Academy, directing the
investment of the Smithson funds in stocks of States bearing not less than
five per cent interest and the investment of accruing interest in like manner.
Adams protested in vain. The funds, in excess of half 2 million dollars,
arrived in the United States on September 1, 1838, and were so invested by
the Secretary of the Treasury. During the next eight years many of these
State stocks declined substantially in value.

IV, The payment of expenses from the trust funds in ‘1839

The Act of 1836 had appropriated ten thousand dollars of federal funds
for the expenses of securing the bequest in London, and in 1837 an additional
five thousand dollars was appropriated for this purpose. After receipt of
the trust funds in September 1838, the Secretary of the Treasury reguested
the cpinion of the Attorney General whether any of the expenses involved
in bringing the beguest to the United States should be paid from the trust funds.

After stating the provisions of the Act of 1836, accepting the bequest
and pledging the faith of the United States to apply the monies and other
funds which might be received to carry into effect the provisions of the will,
the Attorney General says:

"From these provisions it appears to me that Congress intended
that there should be no diminution of the funds bequeathed for the
purpose specified in said will, but that the whole, whatever they
might amount to, should be applied to carry into effect the intention
of the Testator; and when the object of the bequest is considered, it
cannot be supposed that Congress would act in any other than a liberal
spirit.

"My opinion therefore is, that the amount of the whole money, .
and other funds received by the Agent of the United States under the
Act of 1st July 1836 without reduction, constitute the Smithsonian fund,
for the purposes specified in said Smithson's will; and that the whole
expenses of prosecuting said claim, receiving and transporting the
same to this country, including any additional expenses which may
have been incurred here, ought to be defrayed out of the appropriation
made by Congress."
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Since the prior appropriations were insufficient, the Secretary of the
Treasury in December 1838 requested an additional ten thousand dollars
to cover such expenses on the principles laid down by the Attorney General.
However, in March 1839, Congress added the following sentence to the
Civil and Diplomatic Act:

"For carrying into effect the acts relating to the Smithsonian
legacy, $10,000, to be paid out of the fund arising from that legacy."

Later in 1839, John Quincy Adams wrote in his diary:

"The private interests and sordid passions into which that fund
has already fallen fill me with anxiety and apprehensions that it will
be sgquandered upon cormorants or wasted in electioneering bribery

. the investment of the whole fund, more than half 2 million of
doIlars, in Arkansas and Michigan State stocks; and the dirty trick
of filching the ten thousand dollars from_the fund last winter to pay
for the charges of procuring it--all are so utterly discouraging that
I despair of effecting anything for the honor of the country, or even
to accomplish the purpose of the bequest--the increase and diffusion
of knowledge among men, "

In March 1843, an additional amount of 33, 815. 73 was appropriated from
federal funds to pay the remaining expenses of securing the trust.

V. The Act of 1846, establishing the Institution in perpetuity
and restoring the trust funds

After eight years of debate, Congress, in the Act of August 10, 1846,
9 Stat. 102, * "for the fzithful execution of szid trust, according to the
will of the liberzl and enlightened donor," constituted the President, the
Chief Justice, and other officials:

"an 'establishment, ' by the name of the 'Smithsonian Institution, '
for the increase and diffusion of knowledge among men; and by that
name shall be known and have perpetual succession, with the powers,
limitations, and restrictions, hereinafter contaired, and no other."

Perhaps as a2 result of John Quincy Adams' appeals to conscience,
the Att declares that the entire amount of the bequest, without deduction
for expenses, is on indefinite loan to the Treasury at six per cent interest
from September 1, 1838. The amount of $242, 129, being the interest
which would have been paid from September 1, 1838, to July 1, 1846,
(uncompounded), is appropriated from federal funds for the erection of
suitable buildings and other expenses of the Institution. A permanent appro-
priation of the interest accruing after July 1, 1846, is made "for the perpetual
maintenance and support of the sald institution.' A portion of the public

ls
b

The permanent provisions of the Act of 1846 were reenacted in the
Revised Statutes of 1875, Sections 5579-5594, and now are found in
20 U.S.C. §§41-67.
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grounds within the city of Washington, belonging to the United States, is
appropriated to the Institution for 2 site for its building. And Section 5 of
the Act reiterates that: '

", . . all moneys recovered by, or accruing to, the institution,
shall be paid into the treasury of the United States, to the credit of
the Smithsonian begquest, and separately accounted for, as provided
in the act approved July first, eighteen hundred and thirty-six, .
accepting said bequest. !

VI. The continuing responsibility of the Board of Regents and
the Congress for the Smithson trust

By the Act of 1846, Congress estzblished the Institution in its present

form and provided for the administration of the trust, independent of the
Government itself, by a Board of Regents and Secretary, to whom is assigned
broad discretion to determine the most appropriate means of increasing and dif-
fusing knowledge among men. The reasons f6r creating a board of distinguished
individuals from the three branches of the Government and from the citizenry of
the United States to carry out these unique trust responsibilities of the United
States are set forth in the House debate preceding the passage of the Actin 1846z

"Very considerable latitude of control, as to the means to be used,
is given to the board of managers, and the ends to be aimed at are
described in comprehensive terms. But the most ample guarantee
for the wise and faithful use of this discretionary power is obtained in
the fact, that the board will consist of the Vice-President of the United
" States, the Chief Justice of the Supreme Court, three Senators, three
members of the House, and six others to be chosen by joint resolution
of the two Houses, who are required to submit to Congress annual
reports of the operations, expenditures and condition of the institution.
In addition to all this, there is reserved the power to alter and amend
the charter, as the results of experience may render necessary or
expedient, All these provisions seem to be wise, and make it almost
impossible that any abuse or misapplication of the fund can ever take
place.' . o
Implicit in these reporting and amending provisions of the Act of 1846
is the commitment of the Congress itself to assist and protect the progress
of the Smithson trust and to maintain its independence from the three branches
of the Government. The House report of March 3, 1855, on the Smithson fund,
states in part:

"Regard for the memory of the-dead who conferred upon our
citizens the benefit of the fund, and upon our nation the honor of
its administration, no less than a mere self-respect, will ever lead
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this nation, through its representatives, to guard with peculiar
vigilance the sacred trust involved in the bequest of Mr. Smithson,
and carefully and diligently to watch the progress of the Institution
in the fulfillment of the noble wishes of the founder, and the just
expectation of mankind in its regard."

"The Government of the United States, in accepting the great
trust conferred, pledged itself to carry out the objects of the founder,
to administer the funds with a distinct reference to the requirements
of the will, and to keep the institute, which bears the name of the
founder, separate in 2ll its relations from any and every other; to
give it a distinct and substantive existence, and insure independence
and efficiency to its operations.™.

VII. The statutory plan for the Institution

During the long debate preceding the Act of 1846, various groups in
Congress had proposed that the Smithsonian should be a national university,
an agricultural school, a2 normal school, a school for the blind, a2 national
library, a botanical garden, 2 national observatory, a chemiczal laboratory,
a popular publishing house, 2 lecture lyceum, or a national museum of arts
and sciences. Some of the proponents focussed on the "increase of knowledge, "
some on its "diffusion,’ while others emphasized that the trust was not intended
to benefit the United States only, but the world at large. Although the university
and school proposals were abandoned on the theory that education was a field
reserved to the States by the Constitution, the Act of 1846 achieved passage by
providing for most of the other proposals in the one Institution:

"Section 5. . . . the board of regents . . . shall cause to be
erected a suitable building, of plain and durable materials and
structure, without unnecessary ornament, and of sufficient size,
and with suitable rooms or halls for the reception and arrange-
ment, upon a liberal scale, of objects of natural history, including
a geological and mineralogical cabinet; also a chemical laboratory,
a library, a gallery of art, and the necessary lecture rooms . . . ."

""Section 6. . . . in proportion as suitable arrangements can
be made for their reception, all objects of art and of foreign and
curious research, and all objects of natural history, plants, and
geological and mineralogical specimens, belonging, or hereafter
to belong, to the United States, which may be in the city of Washing-~
ton, in whosesocever custody the same may be, shall be delivered
to such persons as may be aunthorized by the board of regents to
receive them, and shall be arranged in such order, and so classed,
as best to facilitate the examination and study of them . . . . "
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"Section 8. . . . And the said regents shall make, from the
interest of said fund, an appropriation, not exceeding an average
of twenty-five thousand dollars annuzlly, for the gradual forma-
tion of a library composed of valuable works pertaining to all
departments of human knowledge."

"Section 9. . . . of any other moneys which have accrued
. + « the said managers are hereby authorized to make such dis-
posal as they shall deem best suited for the promotion of the pur-
pose of the testator . . . ."

"Section 10. . . . the author or proprietor of any book, map,
chart, musical composition, print, cut, or engraving, f_o’f which
2 copyright shall be secured . . . shall . . . deliver .. . one
copy of the same to the librarian of the Smithsonian Institution . . . ./

It is evident that this broad range of funcfions could not be supported -
solely by the annuzal income of $30,000. The two most influential factions
which had emerged during the long debate were the national library and
national museum groups. They had joined forces to pass the Act of 1846,
but each intended thereazfter to capture the entire resources of the Institution.

VIII. The redefinition of the Institution's basic functions

The first Board of Regents was appointed shortly after the passage of .
the Act in August 1846, and by the turn of the year it had elected a distiz-
guished scientist as Secretary, selected the site on the Mall, and authorized
- the construction of a very large ""castle!' estimated to cost about $250, 000.
The income problem was immediately apparent, and it was agreed that
construction should be spread over a period of several years in order to
accumulate interest for addition to the endowment. An uneasy compromise
was worked out with the library and museum factions (both of which were
represented on the Board of Regents) whereby one-half of the trust income
would be spent on the library and museum functions and the other half on
scientific research and publications.

A bitter and protracted struggle between the factions ensued, and in L
1855, aiter investigations and reports by both Houses of Congress, the '
national library function was dropped. At the same time the building was
nearing completion, at a cost of $325, 000 (not including the federzal appro-
priation of $7,000 in 1852 for planting and finishing the roads and walks
around the building). It was necessary to decide whether the Institution could
afford to accept the government collections, as provided in the Act of 1846,
and whether the resulting museum would be appropriate to the basic purposes
of the trust.
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The House report of March 3, 1855, gquoted above, includes comments
on the museum concept in terms of the requirement of the trust that the
Institution be not limited to local or national functions:

"We have, all around us, libraries and museums, by
which what is known of literzture and science may be
diffused, so far as the influence of those libraries and muse-
urms extends; but it can not be denied that such an influence
is necessarily quite limited., "

""A museum for the Smithsonian Institution should be of
2 kind to assist the student and the master in natural studies
and enable them to pursue their inquiries to the full extent of
attained results, that they may increase the amount of that
kind of knowledge -- may add to what is already known; and
when they shall have completed that commission and their
reports shall have satisfied the Institution that something is
contributed to the previous amount of knowledge in their
particular branches, then the Institution shall cause these
contributions to be printed in an appropriate manner and
copies to be distributed to the various libraries of the country
and the scientific associations throughout the world, thus
diffusing knowledge among men. "

This concept of the research and publication functions of the museum
was clearly within the basic purposes of the trust, but the additional role
as curator of the national collections was also urged upon the Institution.
Although much of the museum material which had been accumulating in
Washington, at the Patent Office and elsewhere, was of importance to the
scientific research of the Institution, much was of lesser interest, and
there was 2 real denger that the expense of care and maintenance alone
would exhaust the entire income of the trust., In 1858 the following agree-

ment was implemented, 2s surmmmarized in Secretary Henry's annual report
to the Congress:

"It will be recollected that by the law of Congress incor-
porating this Institution 'all objects of art and of foreign and
curious research, and all objects of natural history, plants,
and geological and mineralogiczl specimens belonging to or
hereafter to belong to the United States which may be in the city
of Washington, in whosesoever custody the same may be, shall
be delivered to such persons as may be authorized by the Board
of Regents to receive them.,'!

""The law thus giving to the Smithsonian Institution all specimens
illustrative of nature and art to be found in the several offices and
departments of government was not construed as rendering it obliga-
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tory of the Regents to'accept these objects if they considered it
inexpedient to do so. Inasmuch, then, as this collection was
neither essential to the plan of organization nor directly sub-
servient to the comprehensive purpose of the donor in regard to

a world-wide benefit, it was the ultimate decision of 2 majority

of the Board that it ought not to be accepted and that no part of

the donation ought to be expended in the care of property belonging
to the government of the United States. '

"In the meantime a very large amount of specimens of natural
history had accumulated at the Institution from numerous exploring
parties sent out by the general government; and as these collections
had been made under the direction of the Institution, and their
preservation was of the highest importance to the natural history of
the country, it was finally concluded that if Congress would make
an appropriation for the transfer and new arrangement of the articles
then in the Patent Office, and continue the znnual appropriation
previously made for their care and exhibition while in charge of the
Commissioner of Patents, the Institution would, under these condi-
tions, become the curator of the national collections. This proposi-
tion was agreed to by the government, and the contemplated transfer
has accordingly been made, "

On the basis of this understanding, Congress in 1857 and 1858 appro-
priated a total of $18,000 for the expenses of moving and installing the
government collections. At the same time,the annual appropriation ($4, 000)
for the care of the government collections, which had begun in the 1840's,
was transferred to the Institution.

IX. The growth of the Institution through federal appropriations
and private gifts

The principle of annual appropriations support was thus established,
but the amount remained more or less the same until affer the Civil War,
In 1869, Chancellor Chase and Representative (later President) Garfield
pointed out to Congress that the annual cost to the Institution of the govern-
ment collections had grown to over $10, 000, and suggested that the Govern-
ment should take them back if it was unwilling to pay the expense. In 1870,
appropriations increased to $20, 000; in 1873 to $30,000. By 1877 the
amounts appropriated for the benefit of the trust since its acceptance in
1836 totalled $346, 000, not including the payments of interest on the trust
endowment and the value of the federal property donated to the Institution.
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In 1878, the annual appropriations for the first time equalled the
expenditures from the Institution's trust funds. In 1879, $250, 000 was
appropriated for the construction of the new building for the National
Museum, now known as the "Arts and Industries Building,' With the
staffing and opening of the building in 1881 the annual appropriation
more than doubled, and by 1883 appropriations were providing for more
than eighty per cent of the Institution's annual expenses.

During the last hundred years of the Institution's growth, the
federal appropriations have doubled and redoubled many times. At the
same time, substantial private contributions to the trust funds, although
largely for restricted purposes, have continued to provide an essential
portion of the Institution's resources, varying from ten to thirty per cent
annually, throughout this period. This financial support has been buta

. small fraction of the value of the additions to the collections from private
sources.

Between 1836 and 1846, Congress could, perhaps, have set up the

Smithsonian as a small, self-sufficient resezrch organization completely
.divorced from nationzl interests., However, the Congressional leaders

of that day, and since, with the concurrence of the Board of Regents,
determnined that the Institution could also serve national interests within
its trust mandate., In order to achieve these more limited objectives
without violating the broad purposes of the Smithson trust to which Congress
had pledged the faith of the United States, it was necessary from the start
to supplement the original trust resources with federal funds and property.
This continuing commitment of national support to an independent and
disinterested trust organization has called forth very substantial addition-
al contributions from private individuals and organizations. Thé result
has been to give this trust created for the benefit of mankind 2 scope
which the founder could not have foreseen and, at the same time, to
"promote the general welfare' of.the United States without compromising
the moral and legal obligations which Congress accepted.

k-l
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SMITHSONIAN RESEARCH FOUNDATION

In substance, the Report suggests that the Foundation is not a
properly constituted entity, that its contracts may not be valid obligat-
ing documents, and, therefore, the administration of Foundation
programs might not be in accord with the fiscal and civil service laws.

The historical outline set forth earlier in this letter describes
the basic authority of the Board of Regents to incorporate the Foundation.
This authority was further confirmed when the Congress and the Office of
Management and Budget approved the incorporation of a similar organiza-
tion, the Smithsonian Science Information Exchange, Inc., and the admin-
istration of its program under a contract obligating appropriated funds.
The type of contract employed to provide for the administration of research
projects and fellowships by the Foundation has been in use for many years
throughout the Government, and is recognized as a valid obligating docu-
ment., It is a truism that appropriated funds, when properly contracted,
become the funds of the contractor, subject, not to the laws governing the
expenditure of appropriated funds, but to the rules of accountability appli-
cable to federal contracts. The employees of the contractor are not sub-
jected by the contract to the, civil service laws,

The Report states that 'the Foundation does not provide any manage-
ment function of consequence.” Since there are few facts stated in support
of this opinion, the following summary of the history of the Foundation and
the operation of its principal programs may be helpful.

In the exercise of its statutory responsibility for the internal manage-
ment of the Institution, the Board of Regents has authorized the numerous
administrative organizations and arrangements necessary to carry out the
programs and activities of the Institution. For many years the Institution,
as an independent trust establishment, has contracted with Government
agencies and other organizations for the execution and funding of a variety

" of special research and scholarly functions. Eleven years ago the Board
of Regents authorized the incorporation of the Smithsonian Research Foun-
dation as the most efficient and appropriate way to provide for the admin-
istration and accountability of one or more special programs which Congress
had approved and funded.
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At the meeting on May 11, 1966, of the Executive Committee of
the Board of Regents, the following recommendation was discussed and
approved:

"SMITHSONIAN FOUNDATION FOR EDUCATION AND RESEARCH

"For a number of years prior to FY1966 the Institution
received funds from the National Science Foundation for a
continuing series of special research projects of individual staff
members. These projects differ from more routine curatorial
work in that they are based on individual research objectives to
be achieved within specific periods varying from a few months to
several years, and they are selected by a competitive process on
the basis of merit. Each project is planned and funded as a
separate unit which includes the special equipment, short term
technical assistance, travel, etc., necessary to achieve the
research objective within the stated period. The funds received
by grants from the NSF are administered by the private side of
the Institution with an individual account for each project.

"In FY 1966 and FY 1967 these projects are being financed by
direct appropriations to the Institution, which, as reported to
Congress, are to be administered and expended in the same
manner as the grants received from the NSF (See Senate Hearings
on H.R. 14215, 89th Cong., 2nd Sess., Part II, pp. 1500-1501).
In order to achieve the same degree of flexibility in administering
these special funds independent of fiscal year limitations or Civil
Service requirements, it is proposed to establish a research
foundation to receive, disburse, and account for the funds granted
to projects which have been competitively selected for a research
award. The foundation will have a corporate structure composed
entirely of Smithsonian personnel.

"Nonprofit foundations of this type have been established by
many colleges and universities, particularly state universities,
for-the flexible administration of research projects. In 1959, the
NIH incorporated its 'Foundation for Advanced Education in the
Sciences'; and in the Bell Report (1962) the Director of the Bureau
of the Budget recognized the advantages of the nonprofit corpora-
tion for the administration of federally financed research.

"The transfer of funds from a Smithsonian appropriation to
the proposed foundation account for the purpose of financing
research projects is consonant with our established practice of
receiving approximately ten million dollars annually from the
appropriated funds of Government agencies in the form of grants
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and contracts for the performance of scientific research by the
Institution as a private organization. The authority for the
Srithsonian to use appropriated funds to finance scientific
research by contract is found in 41 U.S. C. 252(c); and 42 U. 8. C.
1891 provides that such research may also be financed by grants,
where it is deemed to be in furtherance of the objectives of the
agency.

"In addition to financing and administering research projects
formerly funded by the NSF, it is contemplated that the foundation
may also prove useful for other special programs such as visiting
fellowship awards or cocoperative projects in field biology."

The proposal was approved by the full Board of Regents at its meeting
on May 17, 1966.

The Smithsonian Research Foundation (SRF) was duly incorporated
under the laws of the District of Columbia in June 1966, and shortly there-
after received formal recognition from the Internal Revenue Service as an
exclusively charitable, scientific, literary, and educational organization
tax-exempt under Section 501(c)(3) of the Internal Revenue Code. Under
its first contract, the SRF agreed to be résponsible for the "Research
Awards Program" for which funds had been appropriated to replace the
earlier grants received from the National Science Foundation for the special
research projects of individual SI scientists. At the 1966 Hearing before
the Senate Subcommiittee on Appropriations this program was presented
with the understanding that the funds would be administered in the same
manner as the grants received from the National Science Foundation. By
its contract,the SRF accepted the binding legal obligation to provide the
administrative services and advice necessary to individual researchers
and the reports and fiscal accountability required of grantees of federal
funds. Ifs accounts are subject to audit by independent auditors, and by
the General Accounting Office, at its discretion.

The recurring cycle for the Research Awards Program begins in
November, when the Foundation solicits project proposals, of scientific,
cultural, artistic, or educational intent, from any qualified professional
staff member of the Institution. The SRF Executive Director reviews each
proposal for appropriateness under the Foundation's charter. He aids and
assists the scholar in the preparation of the proposal, and he may suggest
modifications either to the proposed plan of work or to the budget. Pro-
posals must be received by March and may be accepted or rejected at the
discretion of the Executive Director. Those accepted are forwarded to
the appropriate office in the Institution, which, in turn, submits them in
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May to a qualified review committee whose expert members are drawn
largely from the academic world. No Smithsonian or Foundation individ-
ual is involved in any judgment concerning the scholarly merits of any
proposal after it is presented for panel review, nor is any expert mem-
ber of the panel an employee of the Institution or Foundation.

The periods of these special research projects vary from one to
four years, and the budgets range from a few hundred dollars to about
$30, 000, to cover the costs of the equipment, supplies, travel, research
assistants, and other requirements specifically justified for the particular
project. The review panel ranks the projects in order of merit and recom-
mends awards for as many as can be funded within the estimated amount
of appropriations for the Program. As soon as practicable. after the appro-
priation is available, normally after July first in the past, the total amount
for the recommended projects is contracted to the Foundation, and the
Foundation makes the awards to the individual scholars. In several recent
years, funds have been available, and have been contracted, for partial or
complete funding of the Program prior to the end of the fiscal year in June.

The Foundation is then responsible for administering all fund dis-
bursements through its own account and voucher check system, purchasing
equipment and supplies, processing travel documents and vendor payments,
hiring qualified individuals for the approved research assistants, and pro-
viding insurance where necessary. All expenditures are audited annually,
and periodic reports on each contract and the projects thereunder are
furnished by the Foundation to the federal contracts office. 'In a particular
cycle, the last project will be closed out about five years after the cycle
began.

With regard to another program administered by the Foundation, for
several years prior to 1968, the Smithsonian had received appropriations
for visiting fellowships. The Fellowship Program was administered by
the National Academy of Sciences under a contract which was identical in
its basic provisions with the contracts executed by NASA, the Department
of the Army, and other agencies, to have the Academy administer visiting
scientist programs for them. In 1968, it was determined that the Institution-
- wide Fellowship Program could be more efficiently and economically admin-
istered by contract with the Smithsonian Research Foundation. The proce-
dures for selection, administration, and fiscal accountability are substan-
tially the same as for the Research Awards Program.

Appropristions have been approved annuzally for about forty pre-
doctoral and postdoctoral visiting fellows. This program for one-year
fellowships is advertised in September, and in March the very numerous
applications are sent to eight committees, consisting of Smithsonian schol-
ars in the eight discipline areas for which fellowships have been offered,
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which rank the applications in order of merit and recommend appointments
and alternates. Notices of awards are sent out in March-April, and
acceptances are received in May or June. As soon as funds are available,

a contract is executed with the Foundation for the total amount necessary

for the administration and accounting for these approved fellowships. A

few fellows will begin their year in the late summer, the majority in the
autumn, and a few as late as February of the following year. Each program-
cycle thus covers a period of about two and one-half years from the adver-
tising to the completion of the last fellowship in the cycle,

In 1967 and in 1970, the Foundation agreed to accept responsibility
for administering two additional and similar programs: the foreign currency
research grants to Smithsonian scholars, and the Woodrow Wilson Center
Fellowships. These programs have the same characteristics, involving
research projects or fellowships of varying duration unrelated to the calen-
dar or fiscal year, funded by lump-sum annual appropriations. The spe-
cialized administration provided by the Foundation to fulfill the particular
requirements of these programs is the same as has proved effective, eco-
nomiczal, and fully accountable for the Research Awards and Fellowship
programs.

The clear objective of Congress in appropriating funds for these spe-
cial programs is that they shall be administered in a manner appropriate to
the special term and requirements of the individual project or fellowship.
The valid obligation of the annual appropriation for each of these programs,
by contract with the Foundation, guarantees the continuous funding and
single-purpose administration of each project or fellowship according to its
particular term. Similarly, the limitations of the contract assure that the
temnporary research assistant authorized for a particular project will not
become part of the regular Smithsonian staff, for which other funds are
appropriated, and that no program funds will be used and no commitments
made for this purpose beyond those required and approved for the specific
research project. i

Information was supplied to the GAO auditors which indicates that
during the first ten years of the specialized administration of the Research
Awards Program by the Foundation, the administrative cost was about
$500, 000 less than it would have been under the federally mandated over-
head rates for all grants (like those from the NSF) and contracts received
by the Smithsonian from Government agencies during the same period.

It is believed that further analysis would show similar economies in the
other programs administered by the Foundation. The Foundation achieves
these economies by keeping its staff to the minimum consistent with its
basic legal and professional responsibilities and procuring a number of its
technical service requirements by contract from various Smithsonian
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support activities. In June 1976, the Foundation reduced its staff by three
when it determined that certain bookkeeping services could be provided
more economically by the Smithsonian's fiscal office with its computerized
systems.

The Foundation derives its operating income by means of 2 negotiated
fee provided for in the contract for each program. This overhead income
rate is determined according to the generally accepted principles of reim-
bursement for costs incurred in the administration of a number of contracts,
where the indirect costs of administering an individual contract cannot be
identified. After a review of the labor and time involved in administering
the Foundation's programs, a two-tier system has been established: at
present programs requiring stipend issuance and income withholdings are
charged 8-1/2% by contract; research contracts, involving equipment,
supplies, travel, and some payroll administration, are charged 13-1/2%.
The overhead income covers the salaries and benefits of Foundation admin-
istrative employees; the cost of Institution t&chnical services; unemploy-
ment and workmen's compensation for all Foundation employees; a general
liability policy for 2ll Foundation employees; a severance fund for the
administrative staff; purchases of office supplies and equipment; and official
travel related to the Foundation business.

The Foundation's Board and staff have, for eleven years, sought to
assure that the operations of the Foundation would be in accordance with
the highest professional and accounting standards, and consonant with the
trust purposes of the Institution itself. To maintain these standards, peri-
odic outside review is extremely helpful, and the recent discussions with
the GAO audit staff have already suggested 2 number of improvements in
the administration of these special programs. However, there is nothing
in this brief section of the Report concerning the operations of the Founda-
tion to indicate how the Board of Regents might have exercised its discretion
more responsibly with regard to these important programs, or to spell out
in what way some other unspecified method of administration would be more
appropriate, more efiective, or more accountable. Indeed, the ''Recom-
mendation to the Secretary" appears to recognize that, if the suggestions
of the Report are adopted, these programs cannot be run effectively without
additional legislation to provide exemptions from existing legislation.

Since the present arrangement of eleven years standing is properly author-
ized by the Board of Regents and is efficient and fully accountable, and
since the programs regularly funded by the Congress have proved valuable
and productive, it is difficult to perceive how implementation of the recom-
mendations of the Report would result in substantial improvement in these
programs. On the other hand, further advice as to any technical problems
mentioned in the Report would be appreciated.
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These research and fellowship programs, though modest in amount,
have been extremely important to the Institution's basic mandate for the
increase of knowledge. The fellowships have greatly expanded the use of
the national collections, and the availability of special research support
has made it possible to compete more successfully in the academic com-
munity for scholars and curators of the highest attainments. The Institution
would welcome an opportunity to discuss with the GAO and the appropriate
Congressional committees any alternative administrative procedures that
would preserve and enhance the effectiveness and economical operation of
these programs.

SMITHSONIAN SCIENCE INFORMATION EXCHANGE

The Report does not adequately set forth the history of the Exchange,
It gives the impression that the present mode of operation of the Exchange
originated with its incorporation in 1971. As in the case of the Smithsonian
Research Foundation, the Exchange was incorporated to maintain an activity
formerly funded by the National Science Foundation in the form most appro-
priate to its particular requirements., However, the Exchange was created
in 1949-50, outside the Smithsonian, as a unit under the administrative
charge of the National Academy of Sciences, and funded entirely by contract.

In 1953 the Exchange came under the aegis of the Smithsonian at the
request of the Academy and the government agencies which had set up the
Exchange to assist them in their growing programs of support for independ-
ent scientific research. The Smithsonian's acceptance of a limited admin-
istrative responsibility for the Exchange was unrelated to the Institution's
own programs. It was accepted as a service to the national and international
science community, with the clear understanding that it would be maintained
as a separate organization, funded by contract, with its program require-
ments determined by its user organizations and with the authority for its
budget, staff, space, equipment, expenditures, and operations vested in
its Director.

"History and Function of Science Information Exchange

"The SIE was established in 1949. Originally called the
Medical Sciences Information Exchange, it was created by an
interagency agreement among the Departments of the Army,
Navy, and Air Force, the Atomic Energy Commission, the
Veterans' Administration, and the Public Health Service and
funded out of their separate budgets. In 1953 the National
Science Foundation joined in its support, the Exchange was
renamed the Biosciences Information Exchange, and it was
put under the aegls of the Smithsonian Institution.
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"In general, its function is to serve the participating
Government agencies, and the scientific community, by
facilitating 'the prompt exchange of information about their
current research activities.' As its former names imply,
the Exchange began by concentrating on supplying informa-
tion about basic research in the life sciences, chiefly medi-
cal and bioclogical.

"In 1960 the National Aeronautics and Space Administration
and the Federal Aviation Agency were added to the list of
supporting agencies and the Exchange was once again renamed,
this time the Science Information Exchange to reflect the fact
that it had broadened its scope to include research in the
physical sciences, such as 'chemistry, physics, mathematics,
engineering sciences, earth sciences, materials, [_anii_/
electronies.' " -

pg. 67, House Report No. 1729,
August 10, 1964, "Administration
of Research and Development Grants"

"Summary and Recommendations
"The committee concludes that:

"1, Continued Federal support of SIE is deemed to be
warranted., The committee is convinced that, with better
cooperation on the part of the various Government agencies,
SIE's holdings can be made substantially complete. Its serv-
ices, both to the scientific community at large and to research
administrators, are clearly useful; as a tool for coordination
and avoidance of needless duplication, it has already demon-
strably paid for itself many times over.

"2. The SIE should continue to be operated within the
Smithsonian Institution. While some benefits might certainly
accrue should it be brought into the Federal system proper
by making it an in-house facility of an agency such as the
National Science Foundation, it seems best to keep it set apart
lest the easily documented possibility of interagency rivalry
affect its efficacy as an interagency coordinating service."

Pg. 90, House Report No. 1729,
supra.
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"The history of BSIE may be traced back to the disso-
lution of the wartime Office of Scientific Research and
Development (OSRD) in 1946, at which time a number of
Federal agencies then undertook their independent support
of research in the medical sciences. Information exchanges
were established within various agencies, the largest of
which was the Office of Exchange of Information of the Public
Health Service. When the amount of research supported by
Federal agencies in the medical field had grown from
$4. 3 million in 1946 to $33 million in 1949, with correspond-
ing growth in the number of research organizations, investi-
gators and related multiply-submitted proposals, it became
imperative that research project information be coordinated
in order to prevent unknowing duplication of sponsorship.
The Medical Sciences Information Exchange was then founded
as a cooperative venture in July 1950 within the Division of
Medical Sciences, National Research Council. Support and
administrative policy for the Medical Sciences Information
Exchange (MSIE) was considered the joint responsibility of
the six participating Federal agencies. In the fall of 1953
the National Research Council urged that the MSIE be shiited
to the Smithsonian Institution; it was then renamed the Bio-
Sciences Information Exchange to take into account its expan-
sion in the fields of biology and psychology. Until the
consolidation into the SIE, BSIE was still governed and funded
by the seven original supporting Federal agencies."

pg. 75, Senate Report No. 263,

May 18, 1961, "Coordination of

Information on Current Scientific
- Research and Development P
Supported by the United States Government' : |

"The Bio-Sciences Information Exchange is an independent
establishment located in Washington, D. C., administratively
attached to the Smithsonian Institution, and following the
September 22, 1960, action by Smithsonian, now a division
within the recently founded Science Information Exchange."

'"Policies of BSIE are determined by a governing board
which, until recently, was composed of two representatives
from each of the seven participating Federal agencies and the
Smithsonian Institution. These were: Atomic Energy Commis-
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sion, the Departments of the Army, Navy, and Air Force,
Public Health Service, Veterans! Administration, and the
National Science Foundation. BSIE operations have been
funded by these same agencies out of their operating budgets.
The Governing Board operated under an 'agreement' which
served as a charter outlining the responsibilities of the

. Exchange and the services it may offer granting agencies and
individual scientists. Non-Federal cooperating agencies
were not represented on the Governing Board."

pPg. 73, Senate Report No. 263,
supra.

"The Smithsonian Institution has experience in the opera-
tion of such facilities by having provided its auspices to the
BSIE for the past 7 years. On the other hand, Smithsonian
has apparently considered that responsibility for assuring
BSIE effectiveness lay with the Governing Board. It is true,
however, that since an information exchange involves a service,
Smithsonian has the advantage in itself not being a primary
contributor to or user of the service and thus has no special
interest that may be considered in competition with other
participants., Moreover, the Smithsonian Institution has a
stature in the scientific community that distinguished it from
a Federal entity."

g. 187, Senate Report No. 263,
supra.

", . . the Foundation has given consideration to the
matter of governing and advisory instrumentalities for the
SIE and of representation by non-supporting as well as support-
ing participants. Extending the present technique of having
two representatives of each supporting agency on the BSIE
Governing Board would result in a most unwieldy policy and
management group for the enlarged Exchange. In striving to
create a service of national proportions, there would be consid-
erable merit in trying to provide for some type of participation,
at least of an advisory nature, by organizations which are not
providing financial support.

"Consideration of a solution somewhat along the following

lines is suggested. Provide in the SIE charter for a Govern-
ing Board comprised of one member of each Federal Depart-
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ment or independent agency which contributes funds for the
support of the Exchange, and one for the Smithsonian
Institution, each member to have one vote. Each support-
ing agency should, of course, exercise its own judgment in
the designation of its official representative, with the under-
standing, however, that each such representative should be
able to speak for his agency with respect to funding and
similar management problems.

"To provide technical advice and guidance on substantive
problems, an Advisory Panel is suggested for each major
field covered by the SIE and for which there is an Associate
Director. These Panels would be advisory to and designated
by the Governing Board, and membership need not be restricted
to supporting organizations. NSTF proposes a Life Sciences
Advisory Panel, a Physical Sciences Advisory Panel, and a
Social Sciences Advisory Panel. While having continuing status,
these Panels would meet and function very largely on an ad hoc
basis, as problems arise which warrant their individual atten-
tion. The size of each Panel, tenure of membership, and
similar matters would appear relatively easy to resolve, if
there is agreement on this type of structure. This suggested
structure seems to offer the best compromise of the differing
views which have been expressed about governing and advisory
bodies.

"To implement these views, the NSF recommends that first
attention be given to the charter of SIE. To assist in this phase
the Foundation has prepared a draft SIE charter, based on the
BSIE charter, for review by appropriate Federal agencies. After
such review it is hoped that a working meeting can be convened
to agree on an SIE charter which would be acceptable to the
agencies concerned. June 30, 1960, is suggested as an appro-
priate target date for ratification of the SIE charter.”

pg. 191, Senate Report No. 263,
supra. '

The charter recommended by NSF was agreed to on September 22,
1960, and is set forth at pg. 192 of the same Senate Report No. 263. The
seven-member Governing Board of the Exchange, consisting of repre-
sentatives from the six major granting agencies and the Smithsonian, has
responsibility for policy and general management directions. The Director
of the Exchange is responsible for the direction and coordination of all
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SIE operations. He is authorized to appoint Associate Directors for
appropriate scientific areas as determined by the Board; to prepare the
annual budget; to determine needs for staff, space, and equipment; and

to approve expenditures. The charter provides that the Exchange is to

be funded through contracts or grants between the signatory agencies and
the Smithsonian Institution, and that the function of the Smithsonian is

to "provide financial and administrative services as required for operations

of the SIE. "

For all of its 27 years the Exchange has maintained its own offices
in downtown Washington, and its self-contained operation with its own
employees supervised by its Director in cooperation with its user organiza-
tions has been supported and approved throughout by both the legislative
and executive branches. In 1968-69, the NSF, which was then the single
funding agency, requested the Exchange to charge user fees to both non-
federal and federal users. At about the same time, NSF recommended
that its appropriation for the Exchange be transferred to the Smithsonian's
federal funds budget.

The Smithsonian agreed to accept responsibility for the Exchange's
appropriation on condition that the Exchange would be incorporated in
order to continue its independent operation by contract. This was approved
by the Office of Management and Budget and the Appropriations Committee,
Since 1971 an entirely separate line item has been included in.the Smith-
sonian appropriation bill to fund the contract with the Exchange.

Under its corporate charter the Director of the Exchange (now
entitled "President') continues to be responsible for the entire day-to-day
management of the Exchange, including personnel and procurement. His
planning and implementation of the programs of the Exchange in coopera-
tion with its user organizations is carried out through the SSIE Advisory
Council. The ministerial and audit responsibilities of the Smithsonian
are fulfilled through its contracts with the Exchange and through the
President's reports to the Exchange's Board of Directors. The member-
ship of the Board normally includes four representatives from the Smith-
sonian, one irom NSF, one from NIH, the chairman of the SSIE Advisory
Council, and the President of the Exchange. Although Smithsonian officers
serve on the Board, it is the Board, rather than the Smithsonian, that is
legally responsible for the independent corporate obligations of the Exchange.
The Board approves general policies, but the day-to-day operations of the
Exchange, such as personnel actions and related workload management,
are the functional and legal responsibilities of the executive officers of
the Exchange,
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It is apparent from this summary of the history, organization, and
operation of the Exchange that the Smithsonian does not ""control" the
Exchange in the ordinary sense of the word. The operations of the
Exchange are controlled by the restrictions on the appropriation, by the
mandatory provisions of the federal contract with the Exchange, by the
decisions of the President of the Exchange and user organizations on pro-
grams, by the requirements of the procurement laws embodied in the
contracts with federal users, and by the complete accounting and reporting
procedures necessary for audit, by the GAO and others, and for the
Appropriations Committees' review. An example of the latter is the follow-
ing table submitted to the Appropriations Committees as part of the
Exchange's budget justification for fiscal year 1977, '
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Table I

SSIE Processing Workload and Sources of Revenue

Actual Actual Actual Actual Projected Projected

FY 1972 FY 1973 FY 1974 FY 1975 FY 1976 FY 1977
Processing Workload .
i/
Input Volume 92,403 85,530 102,368 125,531 130,000 136,000
OQutput 2/ -
Report Volume 502,856 348,600 605,300 671,000 ) 805,200 885,700
Contracts co
~ No. active during FY tr16 15 13 18 20 21
~ Average § cost (5000) $ 8.6 $§ 14,2 § 8.5 $ 27.5 $  39.4 $§  42.4
Sources of Revenue & Total Costs
Federal Support /4 ($000) $1,600.0 $1,600.0 $1,695.0 $1,805.0 $1,944.0 $1,900.0
User Revenues {$000)
Search Products 230.9 213.9 305.9 339.0 4 375.0 4/ 400.0 4/
Contract Services . 148.3 216.3 110.4 495.0 4/ 788.4 ~ 890.0 ~
Total User Revenues 319.2 430.2 416.3 , 834.0 1,163.4 1,290.0
Total Costs of Operation §$1,979.2 $2,030,2 $2,111.3 $2,639.0 $3,107.4 $3,190.0
f o e e = — b oeaa s | ST
Distribution of Total Costs
Federal Support 8l% 79% 80% 68% 63% 60%

User Revenues 19% 21% 20% 32% 37% 40%

Notices of Research Projects indexed. ‘
Notices of Research Projects disseminated in the form of SSIE search products.
Federal support per Notice of Research Project indexed has been reduced by 19% during period shown.

Includes contract support to the National Cancer Institute under the International Cancer Research Data
Bank program. :
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This portion of the Report, commenting on the Exchange, recognizes
that the Exchange performs a valuable public service, that it is efficient
and economical, and that its long-standing mode of operation has the
approval of Congress. Nevertheless, the Report recommends that the
separate organization of the Exchange, which has been fundamental to its
highly specialized functions for all of its 27 years, be dismantled. This
recommendation, supported only by a vague reference to "effective con-
gressional control and accountability, ' is not explained or analyzed in the
Report, and is clearly unwarranted,

The Report contains no evidence, for there is none, that the pervasive
controls available to the Congress and exercised by it throughout the life
of the Exchange have not been effective. The Report makes no reference
to the extensive Congressional studies which have comprehended a1l aspects
of the Exchange. On the basis of the full financial and program information

regularly supplied to the legislative and the appropriations committees,

Congressional approval and support of the separate operation of the Exchange

has consistently been reaffirmed.

This recommendation is made without any attempt to analyze the
effect its implementation would have on the essential ability of the Exchange
to adjust its staif levels and procurements rapidly to meet changes in user
demands. The Report is silent on the unjust results that would follow from
mandatory conversion to federal status of the many employees of long
service to the Exchange. Moreover, the Report apparently disregards the

long-standing policy and practice of the Government to obtain and administer

many specialized services and functions by contract, which practice was
approved by both the executive and legislative branches as one of the basic
conditions under which the Smithsonian agreed to assist the Exchange.

It should be observed, although there has not been time for a
detailed study of this unexpected recommendation, that its implementation
would likely diminish both accountability and control. The presently
identifiable indirect costs of the Exchange would disappear into the general
expenses of Smithsonian support activities. The unified responsibility
and accountability which is now clearly vested in the President and other
executive officers of the Exchange would be dispersed to various Smith-
sonian units such as the personnel and procurement offices,

The Exchange has greatly benefitted from the continuing interest of
the Congress over nearly three decades, which has encouraged its growth
in its present form and helped resolve the complex problems of informa-
tion transfer. Problems continue, such as the incompleteness of coverage
in 2 number of areas because input to the Exchange from some agencies is
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variable. But these are problems relating to program, not to organization.
A review of the roles of the Exchange and its potentials for the future was
recently presented by the President of the Exchange at the request of the
President's Committee on Science and Technology Policy as 2 part of its
current study of information dissemination. As in the past, the Smithsonian
will appreciate any opportunity to participate in the continuing examination,
by the executive branch, the GAO, and the legislative and appropriations
committees of Congress, of the developrment of the Exchange and the advan-
tages or possible improvements in its operations.

INFORMATION ON SMITHSONIAN FINANCES

This section of the Report first describes the reprogramming of
operating funds with regard to the establishment of a contingency fund
capability. The Report concludes that the Institution requires some admin-
istrative flexibility in reallocating funds among budget categories and
recommends that the Smithsonian work with the appropriation subcommittees
to arrive at a mutually agreeable understanding as to the reprogramming
actions above some amount that the cormmittees would want to approve in
advance.

The Institution fully concurs in this conclusion and recommendation
and is anxious to continue discussions with the subcommittees to develop
guidelines which will provide Congress with the necessary level of control
yet offer the Institution some administrative flexibility given the number
of line items in the Smithsonian's budget, the more than two-year period
over which any fiscal year's budget is developed and carried out, and the
number and variety of needs that arise over this period as the Institution
attempts to meet its responsibilities. It might be added that the Office of
Management and Budget has urged the Smithsonian to work out such a
procedure with the Congress,

This section of the Report also deals with the various types of trust
fund income and the expenditure thereof by the Institution, pointing out
that annual reports on the subject are regularly supplied to the Congress.
It recommends, however, that information on the planned use of trust funds
should be provided to appropriations committees at the time appropriation
requests are submitted and that clear policies should be established govern-
ing the use of federal and trust funds.

As has already been demonstrated by the complete cooperation with
GAO auditors reviewing Smithsonian operations, by the annual submission
to Congress since 1971 of comprehensive financial reports and by numerous
informative letters to Congressional committees over the years, the man-
agement of this Institution has been and is willing at all times to furnish
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fully to the Congress any and zll facts, financial or otherwise, about its
operations. Currently it is recognized that in some areas, notably non-
federal funds expended under the immediate direction of individtal bureaus,
the amount of such funds has increased in the past year or two to the point
where reporting of additional details concerning them may now be desired.
If so, such information will be provided in the future.

Budget projections of the Institution's trust funds for two years in
advance, as recommended by the GAO, can also be furnished to the
Congress with the concurrence of the Smithsonian Board of Regents which
approves all such budgets. Such projections, however, should be received
by the Congress with the understanding that they cannot be viewed with the
same degree of reliability as, for example, estimates for federal appro-
priations, since the projections of trust fund income and expenditures
depend in part upon future economic conditions, numerous management
decisions, the personal circumstances and decisions of important donors,
and a host of other variables which are not predictable with certainty so far
in advance. At the same time, it should be respectfully pointed out that,
in order to assure that Smithsonian is to continue its operations under the
direction of its Board of Regents as it has done so successfully for the past
130 years, the provision of advance planning information to the Congress
should be for the purpose of assisting its appraisal of Smithsonian operations
without limiting the statutory responsibilities of the Regents.

In this respect, the Institution will indeed endeavor to set forth
mere clearly the policies by which decisions are made on the use of federzally
appropriated finds and the limited trust funds available to the Board of
Regents., It should be emphasized that all funds, both federal appropriations
and trust funds, are always used for purposes consonant with the Smithson
giff. The flexibility provided by the combined employment of federal and
trust funds has been of immense value to the Institution in the atiraction
of national collections, the carrying out of important research efiorts, the
ability to take advantage of valuable opportunities, and the initiation of
fruitful, innovative activities.

ESTABLISHMENT OF NEW FACILITIES

This portion of the Report briefly describes four centers of
Smithsonian activity: Cooper-Hewitt Museum, Chesapeake Bay Center
for Environmental Studies, National Zoological Park'!'s Conservation and
Research Center, and the Smithsonian Tropical Research Institute. While
these activities have been under the Smithsonian's stewardship for periods
ranging from three years in the case of the Conservation and Research
Center to over thirty years in the case of the Tropical Research Institute
and thus should not be categorized 2s newly established, the Institution
completely respects the Congressional need to be promptly informed of
Smithsonian plans that might involve substantial new federal expenditures.
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We agree that more comprehensive and timely communication with
the appropriate Congressional committees is essential. This will be
done.

Regretfully, the Report does not evaluate the many and varied
benefits, 2s compared with the costs, which have accrued to the American
public irom the programs cited in this section of the Report. These bene-
fits include the acquisition of valuable private collections and property,
the development of a2 national preserve for the study and documentation
of environmental systems, the conservation of endangered wildlife species,
and the gaining of important and practical insights into the biology of the
tropics, an area whose floraand fauna are of dramatic significance to the
entire Western Hemisphere., It is recognized, however, that the GAO had
limited time to review the effectiveness of these programs as suggested
in the Senate request. Consequently, the Institution would be pleased to
provide any further information required by the Congress.

OTHER MATTERS

Informational items reported in this section include the proposed
Museum Support Center, the types of research conducted by a number of
Smithsonian bureaus, and travel by Smithsonian officials. Of special
importance to the future of the Institution is the Support Center project.
The Institution welcomes the opportunity afforded by this Report and by
the appropriation hearings on the fiscal year 1978 budget to elaborate on
the benefits that this Center will provide for the management and preserva-
tion of the national collections, and for the training of conservators. With
regard to the two research programs identified for special review, the
Chesapeake Bay Center and the Tropical Research Institute, the Smithsonian
is pleased that the Report-addresses the concern, shared by the Institution,
that their work does not duplicate activities carried on elsewhere,.

CONCLUSION

In their letter of June 1976, which initiated this GAQ review, -
Senators Byrd and Stevens specifically requested a determination of
whether Smithsonian appropriations "are effectively and properly utilized
for the purposes for which they were appropriated” (emphasis added).
While the Smithsonian is o st appreciative of the diligence, the objectivity
and the courtesy of the GAO staff engaged in this study, it regrets that so
little attention was devoted to the first of these questions, the effectiveness
with which appropriations have been used. Admittedly, in an enterprise
as complex and varied as the Smithsonian, no simple quantitative measure
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of effectiveness suggests itself. Nevertheless, it seems not unreason-
able to conclude this letter by asking whether the people of the United
States--and indeed of the world--have been well served by the Institution's
use of the funds available to it in recent years. How well has the Smith-
sonian fulfilled its obligation to increase and diffuse knowledge among men?

A full catalog of Smithsonian achievements over the past decade
would be tedious and out of place here, Nevertheless, it might be noted
that the national collections have been enriched by a number of spectacular
gifts, among them the C. 5. Johnson and Hirshhorn collections of art, the
Lilly collection of coins, the Cooper Union collections of decorative arts
and design, and the Dibner collection of rare bocks, manuscripts, and
instruments in the history of science and technology. Six new museums--
the National Portrait Gallery, the Renwick, the Anacostia Neighborhood
Museum, the Hirshhorn Museum and Sculpture Garden, the National Air
and Space Museum, and the Cooper-Hewitt Museum--have been opened to
the public, and are now enjoyed by millions of visitors each year. The
National Collection of Fine Arts, for the first time in its long history, has
been installed in an appropriate setting, and the century-old Arts and
Industries building has been refurbished and air-conditioned for the enjoy-
ment of the public and the safety of its exhibits. The National Zoological
Park is in the midst of a2 long-planned program of modernization and
beautification, and badly-needed space for public enjoyment and education
has been added to the Museum of Natural History.

During the same period, the Smithsonian has developed new ways of
bringing enlightenment and pleasure to additional millions of visitors, and
to others who never visit Washington. The Festival of American Folklife
has helped to awaken an interest in the folkways and ethnic roots of all
the peoples who make up this country. The National Associates program,
and its Smithsonian magazine, have brought the Institution closer to mil-
lions of Americans throughout the country, as has the expanded Traveling
Exhibition Service.

Have these dramatic successes in the diffusion of knowledge been
achieved at the expense of the increase of knowledge? Emphatically not,
The Smithsonian tradition of research in the sciences, humanities, and
art has also been well served during these years, and constitutes the founda-
tion upon which all other Smithsonian activities rest. Whether one thinks
of the pioneering work of the Smithsonian Astrophysical Observatory, of
the definitive Encyclopedia of North American Indians, or of the Freer
Gallery's studies of ancient bronze, it is clear that the Smithsonian con-
tinues to attract first-rate scientists and scholars, and to provide a
setting in which they can freely and fruitfully pursue work of incalculable
value to all mankind.
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Finally, it should be emphasized that every one of the achieve-
ments mentioned above was in one way or anocther made possible by
support from both the public and the private sector. This is the tradi-
tion of the Smithsonian Institution, and has been for more than 130 years.
It is a tradition that adds immeasurably to the effectiveness of the funds
granted to the Institution by the Congress.

Sincerely yours,

3 .-

o~

RPN W

S. Dillon Ripley
Secretary
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PRINCIPAL OFFICIALS OF THE SMITHSONIAN INSTITUTION
RESPONSIBLE FOR ADMINISTERING ACTIVITIES

DISCUSSED IN THIS REPORT

SECRETARY FROM- TO

S. Dillon Ripley 1864 Present

UNDER SECRETARY

Robert A. Brooks 1873 1976

ASSISTANT SECRETARIES

Robert A. Brooks (The Assistent Secretary) 1972 1873

Charles Blitzer (History and Art) i 1968 Present
David Challinor (Science) ' 1971 Present
Paul N. Perrot (Museum Programs) 1972 Present
Julian T. Euell (Public Service) 1972 Present
John F. Jameson (2dministration) 1976 Present

TREASURER
T. Ames Wheeler 1968 Present

GENERAL COUNSEL -

Peter G. Powers 1964 Present
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